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As the largest operators of 
public warehouses in Phila- 
delphia we are equipped 
to render economical and 
highly efficient service in- 
cident to the handling of flour, dried 
fruits, canned goods, cereals, soaps, 
glycerine, wool, cotton, newsprint, furni- 
ture, hay, straw, feed and all classes of 
package freight. Liberal allowances may 
be had on stored goods. 

The various warehouses are conveni- 
ently located throughout the city and 
contain 2,100,000 square feet of excel- 


MerchantWarchouseCo.|: 


lent storage space. The buildings are of 
modern steel and concrete construction 
completely equipped with sprinkler sys- 
tems to provide low insurance rates. All 
properties are served by Pennsylvania 
Railroad sidings. 

Write for illustrated booklet which 


describes in detail the facilities of 
each individual warehouse. 
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Freight Schedules Are Faster 


On Frisco’s Even Roadbed 


A super-roadbed in a 6,000-mile rail 
network! A sturdy roadbed for safe, 
swift transportation — without bumps, 
without jolts! A stanch roadbed of 
heavy steel rails on selected ties, em- 
bedded in gently-giving but never- 
yielding ballast, built deep and enduring. 


It is this smooth roadbed that permits 
the Frisco freight trains to be more 
than just “on time”— Frisco freight 
schedules provide faster time! 


To the shipper, the Frisco promises 
record delivery of shipments in excel- 
lent condition. This promise is kept 
through the constant vigilance of an 
army of maintenance men. The road- 
bed must be smooth. 


Try the Frisco the next time—on its 
merits — between Friscoland and the 
entire United States. 


S. S. Butler 
General Traffic Manager, Frisco Lines 
St. Louis, Missouri 
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General Agent 
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sna Agen 
Transportation Bldg. 
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General Age 
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1 Ag 
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enerai Age 


Ge 
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CHICAGO 
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Assistant Gene ool Vex ight Agt. 
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ST. LOUIS 


enerai Agen 


& 
520 Boatmen’s y nk Bldg. 


KANSAS CITY 
L. C. Hodkins 
Seren’ esieht Pps. 
DALLAS 


.H. Tu 
Soutien . rn Frt.a me s. Agt. 
004 S. W. Life Bldg. 


MINNEAPOLIS 
S. A..Volkman 
Asst. Genera 1 Freight Agent 
621 Met. Life Bldg. 
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——_ hard 

on — —* ht ~ iept. 

175 East “yx 4 

SEATTLE 

H. W. Costigan 
Gen. Agt. Freight Dept. 

201 G. N. Bldg. 


SAN FRANCISCO 


Gen. _— a Teche De ept. 
707 iandnedk k Bldg. 


LOS. ANGELES 


General Age 


— 
605 Centr al Bldg. 








DEPENDABLE 
FREIGHT SERVICE 


BETWEEN St. Paul, Minneapolis, 
Duluth, Winnipeg, Portland, Seattle, 
Tacoma, Spokane, Klamath Falls, 
Sacramento, Oakland, San Francisco 
and intermediate points. Through 
merchandise cars to and from the 
Pacific Northwest and California. 


“This Is National Parks Year,”’ 
H. L. ICKES, Secy. of the Interior 
This Year Visit 


GLACIER 
NATIONAL PARK 


Enjoy the Comforts of the Air-Conditioned 
DINING CARS and OBSERVATION CARS 


Of The 


EMPIRE BUILDER 


Ready for the Summer Travel Season 


CLEAN....COOL.... SCENIC ROUTE TO 
GLACIER NATIONAL PARK... PACIFIC 
NORTHWEST... CALIFORNIA ... ALASKA 
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Location of manufacturing is contingent upon such factors as trans- pe 
portation facilities, accessibility of raw materials, favorable freight ag 
rates, market proximity and labor supply. po 
For 83 years Illinois Central has pioneered in development of a 
industry. Incountless ways it has helped to upbuild industry through- me 
out the Mississippi Valley. sel 
~ 
In many towns and cities it was the first railroad. 
Always has this leading North and South railroad furnished ade- 
quate transportation between raw material sources and manufac- : 1 
turing plants. ' Ca 
Therefore it is not surprising that along the lines of Illinois Central rs 
System are located thousands of manufacturing plants and factories, Sin 
fabricating every conceivable product entering into the commercial bth 
life of the country. tic 
S 
Illinois Central is proud of its recognized supremacy as an industrial . 
carrier, as well as its position as the foremost North and South a 
. railroad. se’ 
> to 
Ship via . 
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Our Platform 


A permanent transportation institute, supported by 
all interested in sound policies, for the purpose of 
setting forth facts without bias. 

Private ownership and operation of railroad and 
motor transport and take the government out of the 
ocean and inland waterway transportation business. 

Keep politics out of rate-making. 

A scientific determination by competent and un- 
biased investigation as to whether commercial motor 
vehicles are paying their fair share of the cost of high- 
ways used by them in their business, and a uniform ap- 
plication of the principles thus arrived at. 

Proper payment by inland waterway transport for 
the use of the waterways as a place of doing business. 

Equalization of regulation of the various agencies 


| of transport and jurisdiction over all of them by the 


same body or coordinated bodies. 


Non-discriminatory and reasonable rates for ship- 
pers, but a rate level high enough to give the transport 
agencies the adequate revenue prescribed by sound public 
policy. 

A traffic department, in charge of a capable traffic 
man, for every business concern doing any considerable 
amount of shipping, and a realization by industrial traffic 
men that they must equip themselves to give the sort of 


| service that will justify employing them. 





ST. LAWRENCE SEAWAY TREATY 


HE refusal of the U. S. Senate to ratify the treaty 
with Canada for the building of the St. Lawrence 


; Canal is a matter for congratulation and the senators 


who, regardless of political pressure, stood out against 


§ President Roosevelt are to be commended. Of course, we 


know that all the motives that prompted opposition to 


} the proposal were not high; there were political, sec- 


tional, and other selfish reasons. That is always the case. 
Sometimes such reasons make for ill but sometimes they 


| make for good; the result was good in this case. What- 


ever their motives, intelligent or ignorant, selfish or un- 
Selfish, there were enough senators opposed to the plan 
to prevent a wasteful project. 

If action in Congress on the same day that the Sen- 


; ate refused to ratify the treaty had not indicated a ma- 


jority in favor of restoring pensions to war veterans and 
Increasing the reduced pay of federal employes, we should 
be inclined to think that the Senate’s refusal meant a 


March 17, 1934 


PAGE 489 








Number 11 





realization that this was no time to waste money but, 
rather, a time to economize. As it is, we do not know 
what it means—which is the case with so many things 
that are being done these days. We believe, however, 
that among the senators who voted against the treaty 
were many who were opposed to the project on the 
ground that it contemplated an unwarranted expendi- 
ture of the money of the tax payers; at least, that should 
have been their motive. 


AIR MAIL ACTION 


HE inescapable conclusion with respect to the ac- 

tion of the Roosevelt administration in annulling the 
air mail contracts and ordering the army to carry the 
air mail, with its sad consequences, is that it was not 
necessary. The public interest would have been protected 
and ten army fliers probably would not now be in their 
graves if a less spectacular approach had been made to 
the problem with which the administration believed it 
had to deal. When the action under consideration was 
taken by President Roosevelt and Postmaster General 
Farley we said the annulment of the contracts struck 
us as an impulsive and unwarranted act. Developments 
since then have afforded ample justification for that po- 
sition. 

Whatever may be the fact as to whether the army 
was prepared to carry the mail—or whether someone 
blundered in saying it was able to do that job—it should 
not have been asked to do it because it was not necessary 
that it do so. The abrupt annulment of the air mail con- 
tracts and the stoppage of air mail service by the holders 
of the contracts were not necessary. The legality of each 
contract could have been brought into issue by the Post- 
master-General and, pending the determination of the 
facts as to each contract, the air mail service need not 
have been interrupted. We have little doubt but that now 
President Roosevelt and Postmaster-General Farley wish 
that they had pursued a different course. 

The President, pointing to the deaths of the army 
air men, has ordered curtailment of army air mail serv- 
ice in the interest of saving the lives of army fliers, and 
has asked Congress to hasten the enactment of legisla- 
tion under which the carrying of the mail by private 
lines may be resumed. The President might well have 
terminated the army air mail service. Congress could 


PAGE 490 


act on air mail legislation in a few days—it has enacted 
laws of much greater importance than the proposed legis- 
lation in a short time in response to the recommenda- 
tions of the President. However, there is cause for grati- 
fication that he has changed his course to the extent 
that he has. Continuation of the effort of the army to 
carry the mail, in view of the record made up to March 
10, would not have been justified. It is to be hoped that 
Congress will act promptly and that arrangements will 
be made as soon as possible for resumption of transporta- 
tion of the mails by privately owned and operated lines. 
It is also to be hoped that the administration will deal 
fairly with the experienced air carriers under the new 
law and afford them an opportunity to obtain new con- 
tracts in the absence of proof that there was wrongdoing 
on their part. 

When the carrying of the mail by private lines has 
been resumed, though it will be under new legislation and 
new contracts or agreements, the country will have sub- 
stantially the same system that was in effect before the 
administration saw fit to do what it did. 


EASTMAN AND REGULATION 


HE report of J. B. Eastman, Federal Coordinator 

of Transportation, approved by the Interstate Com- 
merce Commission and transmitted to the President 
and Congress, with respect to regulation of agencies of 
transport that compete with the railroads, is to be com- 
mended as a comprehensive document written after thor- 
ough investigation and study, on the theory that it is 
unfair and unsound to apply to one kind of transport 
regulations and restrictions from which its competitors 
are free; he sees the entire picture of our transportation 
system with each part in its proper relationship to every 
other part. That is the proper view and the only view 
that any competent, unbiased person could take. 

The report is to be criticized, however, in that, in 
endeavoring to bring about equalization of regulation, it 
does not propose to take something from the regulatory 
measures that hamper the railroads instead of applying 
the same measures to other kinds of transport, thus in- 
creasing instead of diminishing, or refraining as far as 
possible from increasing, the sum total of regulation. 
This was to be expected, however, from Mr. Eastman and 
the other members of the Interstate Commerce Commis- 
sion, as commissioners, for bureaucracy never lets go, 
but rather asks for more, and from Mr. Eastman par- 
ticularly, for the reason that he is enamoured of gov- 
ernment ownership or operation of transportation agen- 
cies and a release of such agencies from government reg- 
ulation in any respect would not be consistent with his 
ideas. We may say also that it is consistent with every- 
thing that is now being done under the “new deal’ poli- 
cies of the administration, which contemplate a greater 
degree of control over industry than was ever before 
imagined in this country. No one, we think, who ap- 
proves those policies in general, who believes that gov- 
ernment can do a better job of running industry than 
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industry can do for itself, ought to be heard to complain 
about this added burden of regulation proposed for 
transportation. 

There is no excuse to be found for Mr. Eastman jp 
this respect on the theory that the railroads themselves 
did not propose an adequate or sensible program for a 
reduction in the amount of regulation applying to them 
or that some of what they did propose was offered more 
in order to afford a basis for trading than with the 
thought that it would be adopted. He could have taken 
them at their word, or he could himself have set up a 
program that would equalize regulation among the vari- 
ous kinds of transport without retaining practically ey- 
erything we now have for the railroads and applying it 
also to their competitors. We had no idea, however, that 
he would do that. 


While we are in sympathy with the idea that all 
forms of transport should be equally regulated, as far as 
physically possible, and have fought for that principle for 
years, we do not go so far as to think that the only way 
of accomplishing it is to put them all under the Inter. 
state Commerce Commission. We think each form might 
be under a separate body, though these bodies, as we have 
often pointed out, should be coordinated in such way 
that regulation would be carried on with the entire 
transportation picture in mind, and not by setting up 
independent bodies, each with its own pet form of trans- 
port, thus causing competition in regulation as well as 
in transportation service. It is something of a job that 
Mr. Eastman and the Commission are proposing to foist 
on that body. 


Mr. Eastman meets in able manner what he calls 
the most serious argument against federal regulation of 
motor carriers—that it is impracticable, owing to the 
multitude of small operators, and so on. We have al- 
ways said this argument was specious—an effort to set 
up obstacles to a program that was not desired by those 
making the argument, instead of admitting the soundness 
of the principle of equalization and then setting to work 
to find how to make it effective. Of course, it can be done. 

He also knocks the props from under those who 


point out the unimportance of truck traffic as compared 


with rail traffic—those who seek to show that there is no 
problem of consequence involved, on the same theory that 
the famous actress is said to have justified her child born 


out of wedlock—it was “such a tiny little thing.” Hef 


estimates that, in 1932, truck traffic was about 44 per 
cent of rail traffic in terms of tonnage originated, and 
12.7 per cent in terms of ton-miles—and even this, he 
points out, understates the effect of truck competition, 
because the railroads have lost much revenue on traffic 
that they must, because of competition, carry at rates 
that are too low. 

Mr. Eastman would confer a benefit on the coun 
try if he could persuade President Roosevelt to ask Con- 
gress to enact the proposed legislation and do it now. 
Unless he keeps on urging action, his report, like that of 

(Continued on page 492) 
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It might be suggested that, when 
Senator Borah puts through Congress his 
two bills (S. 2994 and 2995, elsewhere in 
this issue), watchmakers and milliners 
and Milliners will find opportunity knocking at their 

doors. That jade will be trying to tell 
them that they should buy the stock of common carrier pipe 
lines transporting petroleum and its products to and fro in 
the land. Such stock, it may be inferred from the bills, will be 
looking for new owners because it will be unlawful, if the bills 
pass, for men who think they know something about the oil 
industry by reason of being in it, to have any interest in com- 
mon carrier pipe lines. 

Reports on file in the Commission’s Bureau of Statistics 
will ‘show that some pipe line companies have been declaring 
dividends large enough to suggest that their recipients may fall 
into Theodore Roosevelt’s classification of ‘“malefactors of great 
wealth.” 

Watchmakers and milliners have never been accused of 
being inordinately rich. Inasmuch as men in the oil business 
are no longer, under the Borah proposals, to have stock interest 
in one of the facilities their industry uses, the thought may be 
taken as evidence of benevolence, to suggest that after January 
1, 1935, the large dividends be diverted to the hard-working 
men and women in the industries mentioned. 


To be sure, a suggestion that hat and watch makers be put 
into control of petroleum pipe lines may sound like advice to 
depart from the old saying about the shoemaker sticking to 
his last. But this is a new time. All old things are to be thrown 
out. New ones are to be put in. Therefore, it may come about 
that hereafter petroleum men will hold the stock in millinery 
shops and milliners will hold oil pipe line stocks—so that every- 
body may change his ways and, possibly, outlook on life and its 
problems. 


Fine Opportunity 
for Watchmakers 





Now the country—which, of course, 
includes Congress and the President— 
has the report of Coordinator Eastman 
recommending the regulation by the 
Commission of transportation by motor 
vehicle and carriers by water. Any 
recommendation other than the sort the coordinator made would 
have caused a snapping of necks—by people turning their heads 
so suddenly from other things as to endanger their spinal 
columns, to look at Eastman. 

A general idea here is that, taken in a quantitative sense, 
this report will cause less comment than the report in which 
he talked about public ownership, or, as most men prefer to 
call it, government ownership; that is to say, fewer columns 
will be written about the course he advocates in this report 
—wholly sane many believe—than in his first report, based, 
many believe, on a mirage. 

Anyone familiar with the ways of Congress in an election 
year has warrant for believing that nothing will come of the 
Eastman recommendation this year. For a long time it will be 
just another report on the “railroad problem,” to use the term 
that has been an ever present help for the newspaper correspond- 
ent at the White House since about 1903. About that time 
Theodore Roosevelt began talking about putting teeth into the 
old act to regulate commerce. The Supreme Court of the United 
States, in 1896, had shown that the act was toothless by saying 
that Congress had not empowered the Commission to prescribe 
rates for the future. 

When Theodore Roosevelt began taking an interest in the 
Matter, the correspondents, who then had no more precise 
knowledge of transportation questions than the general run of 
them have now, had to say something about the conferences that 
were being held at the White House. They then invented “rail- 
road problem.” For them to say that a statesman accompanied 


Concerning the 
Writing of 
Books and Reports 


by men interested in doing something about the toothless act 
to regulate commerce came to discuss the “railroad problem” 
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was to complete a day’s work in so far as the railroad phase 
of it was concerned. 

Theodore Roosevelt made possible the so-called Hepburn act 
of 1906, especially when he encouraged two young members 
of the House—Charles E. Townsend, of Michigan, and John J. 
Esch, of Wisconsin. They were the real force behind the so- 
called Hepburn bill in the House. That was so much so that 
it was not until after they had done most of the work that 
the name of Hepburn, of Iowa, chairman of the House committee 
on interstate and foreign commerce, was mentioned in con- 
nection with it. Hepburn introduced the bill, with minor changes 
in it, after Esch and Townsend had fought it through the com- 
mittee, dressed in smooth style and ready for formal action. 
The two young members generously yielded the leadership to 
the veteran after they had, with the help of Theodore Roosevelt, 
beaten the House leaders, who had no liking for the measure. 
They allowed the veterans to save their faces. 

Until Franklin Roosevelt places on his program legislation 
to carry out the Eastman idea, unless all rules of the political 
game are set aside, the Eastman recommendations may be ex- 
pected to remain that and nothing more. The White House, so 
far as can be learned, has not been made to see that action 
on the Eastman recommendations is one of the things it should 
request at this session, even if there is a White House view, 
as intimated, that adjournment of Congress not later than May 
25 would be in the public interest. 





The voluntary era in recovery meas- 
ures is nearing the end. Now comes the 
crack down, or, as an earlier Roosevelt 
would have said, the big stick. So say 
critics of the administration. 

Industrialists who will not take orders 
from Washington are to feel the weight of Administrator John- 
son’s fist. Cotton farmers in the south who are so well-to-do 
that they are not forced to borrow money from the govern- 
ment to put in and harvest their crops are to be coerced into 
reducing cotton production under the terms of the Bankhead 
“cotton control bill,” which was under consideration in the 
House this week. 

“The cotton producers find it necessary to change the vol- 
untary system which the Secretary of Agriculture originally 
contemplated placing on the reduction program in order to 
effectuate his purpose of stabilizing the prices of cotton com- 
modities,” said Representative Driver, of Arkansas, in present- 
ing the bill to make reduction in cotton acreage compulsory. 

“We can use coercive measures on the average cotton 
farmer, for it is necessary that he go to a governmental agency 
for financial help,” added Mr. Driver. “But the large element 
who own broad acres, who are independent of such sources of 
financial aid, unfortunately, through the urge of selfish interest, 
are inclined to disregard the voluntary agreements through 
which we are undertaking to effect the reductions inaugurated 
by our Department of Agriculture.” 

Parenthetically it may be suggested that the independent, 
prosperous farmers were known as kulaks in Russia. According 
to reports from Russia a large percentage of that element has 
been liquidated, so that its restraint on the soviet authorities 
is not so great as it was once supposed to have been. 

This proposed cracking down, especially threats to prose- 
cute farmers for bootlegging hogs—that is, slaughtering hogs 
and delivering the carcasses to consumers without the payment 
of the processing tax—alarms Representative Wadsworth, of 
New York, member of whose family have been upstate farmers 
for several generations, 

“I think no thoughtful person in America, much less any 
member of this House, will deny that, step by step, with extraor- 
dinary rapidity, we are approaching a great battle—a battle that 
will rage from one end of the land to the other,” said Mr. Wads- 
worth, discussing the cotton control bill that is intended to 
put an end to the voluntary effort to limit cotton production 
and force the well-to-do farmers to let their acres lie idle. ‘“‘As 
I see it, under the present trend, an effort is being made and 
will be made with ever increasing tendency to change the whole 
picture of American life socially, industrially, and politically— 
to transform America and set up here within our borders a 
kind of government that scare anyone dreamed of five years 
ago.” 

The Wadsworth idea was that, when the administration be- 
gan imposing fines and imprisonment on farmers for bootlegging 
their hogs or using the land they had agreed to withdraw from 
wheat or cotton, the administration—perhaps not this one but 
the next one—would insist on the “five and ten” law of the 
prohibition era, juries would refuse to convict, “and eventually 
a great issue will be placed squarely before the people: Shall 
liberty cease in America or shall we consent to become a regi- 
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mented people obedient to the bureaucracy at the Capital?” 
Continuing, he said: 


This bill is but one step; there will be others, if not in this ses- 
sion in the next session. This parade has started. It is under the 
command of the President. Do not charge all the responsibility to 
Professor Tugwell, to Professor Moley, or to Professor Mordecai 
Ezekiel, or to any of the so-called ‘‘brain trust’; the leader of the 
movement is the President of the United States. He believes in it 
sincerely and deeply; it is his program; he supports this bill by his 
own letter. ... ; ‘ 

It seeks the abandonment of the American conception of liberty 
under a Constitution. It challenges the tenth amendment by putting 
the federal government in the possession of complete authority over 
those matters which that amendment reserves to the states and the 
people. It spells the end of the federal union of states. It sets up a 
government imperial in character, ruled by a huge bureaucracy. Our 
children will exist as subjects in a land where their forefathers have 
lived as masters. Yes; pass this bill, drive in nail after nail, clamp 
the lid down permanently, my friends, but do not shut your eyes to 
the consequences, 


On the authority of the Govern- 
ment Printing Office it may be as- 
serted that the Commission has 
such a thing as “Investigation and 
Supervision Docket No. 3636, Cot- 
ton, Woolen and Knitting Factory 
Products between Interstate Points.” The allegation that it has 
such a proceeding is set forth in the loose leaf report in No. 
25840, Baker-Lockwood Manufacturing Company et al. vs. A. G. S. 
et al., 198 I. C. C. 401, off the press this week. 

To be sure, those into whose hands the loose leaf report 
may fall may read the text on page 403, as “Investigation and 
Suspension Docket No. 3636,” etc., but that reading will not be 
as the Government Printing Office issued the report. 

Should it be determined that this amusing situation is an 
error on the part of the government print shop, the plea may 
be made in its behalf that the enormous amount of work that 
has been put on it this winter by speeches and reports in Con- 
gress and voluminous reports prepared by the executive branch 
of the government has frazzled the nerves of its personnel and 
all but wrecked its eyes.—A. E. H. 


Commission Has at 
Least One Investigation 
and Supervision Docket 


EASTMAN AND REGULATION 
(Continued from page 490) 
the Coolidge committee, will remain merely another re- 
port on the subject. 

We are disappointed with the view of shippers in 
so far as it may be represented by the statement given 
out by R. C. Fulbright, chairman of the legislative com- 
mittee of the National Industrial Traffic League. He ex- 
presses a narrow view without any apparent comprehen- 
sion—or at least admission—that it is not sound or fair 
for one kind of transport to be hampered by regulation 
and another free from it. One would think that, how- 
ever much he might dislike some of the things in the 
Kastman report, he could at least recognize the value of 
the principle involved. And he states an economic un- 
truth when he says: 


The shippers of this country and the consuming public are 
entitled to the benefit of the cheapest and most efficient means 
of transportation which may be adapted to the movement of 
commerce. 


They are entitled to no such thing. They are not en- 
titled to low prices of transportation made possible by 
competition that is unfair—and that is what they have 
been getting and what Mr. Fulbright proposes that they 
continue to get. But, while Mr. Fulbright may represent 
the majority opinion of the League for which he speaks, 
we know that he does not represent, in these views, many 
shippers, both within and without the League. It would 
be a pitiful situation if the contrary were true. 

The report of Coordinator Eastman contains inter- 
esting information on the subject of who is for and who 
is against effective federal regulation of highway and 
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waterway carriers. It has been repeatedly charged that 
the demand for such regulation, at least as to trucks, 
comes from the railroads. On the basis of returns to in- 
quiries made by him—and opportunity was afforded to 
all to submit their views—the coordinator reaches the 
conclusion that, as to. water carriers there has been a 
definite shift in favor of regulation, and, as to motor 
carriers, that there is a rather general demand for regu- 
lation. 

Of 536 traffic managers of industry who replied to 
the coordinator’s questionnaire, according to the report, 
356 favored more effctive federal regulation of water car. 
riers, 99 opposed such regulation, and 81 made no re. 
ply on that point. Of some 338 persons, corporations, 
or associations that filed “well-considered briefs or state. 
ments” in response to a press release inviting submission 
of views, according to the report, 298 favored federal 
regulation and 40 opposed it. The coordinator also 
pointed out that a recent poll taken by the Chamber of 
Commerce of the United States indicated about a six-to- 
one preference for more adequate regulation of water 
transportation. Of 220 water carriers that responded, 
67 were in favor of effective federal regulation, 5 were 
in favor of regulation but added certain qualifications, 
52 were opposed, and 96 made no reply to this particular 
question, according to the report. The negative responses 
came largely from contract and private operators. 

Of a total of “some 401 well-considered replies from 
persons, companies, or organizations, 367 were for fed- 
eral régulation of motor carriers at this time and 34, or 
about Sper cent, were against.” The coordinator said 
some 316 would apply such regulation to contract as 
well as common carriers, and 72 would also extend it to 
the private operator. A total of 101 favored regulation 
comparable in kind to that to which the railroads were 
subject, or, at least such regulation of rates and service. 
Thirty-one replies came from the trucking industry. Of 
these, however, said the coordinator, 21 were from local 
cartage companies which unanimously favored regula- 
tion. Three intercity operators were opposed and three 
of seven motor or related associations took the same po- 
sition. The referendum of the Chamber of Commerce of 
the United States favoring regulation was referred to 
by the coordinator. 

Considerable support for motor regulation, said the 
coordinator, was found in the returns of a number of 
“companies engaged in the manufacture of cars and trucks 
and automobile accessories and in the distribution of 
etroleum products, though others in this group ex- 
pressed strong opposition to federal regulation. 

The coordinator made an interesting comment that 
throws light on the nature of the returns, He said that, 
in connection with the “press release” inviting submis- 
sion of views on regulation, “the railroads indulged in a 
form of propaganda and solicited replies of the kind 
which they approved from numerous organizations and 
shippers. As a result, several thousand answers of the 

(Continued on page 517) 
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Decisions of Interstate Commerce Commission 





CHICAGO SWITCHING RATES 


ITH Commissioner McManamy noting a dissent, the Com- 

mission, in No. 19610, switching rates within Chicago switch- 
ing district, in a supplemental report on further hearing, has 
modified the findings in 195 I. C. C. 89, so as to eliminate crude tar 
and water gas tar from the intrastate finding pertaining to 
movements of the commodities mentioned in the Indiana part 
of the Chicago switching district. The application of carriers 
was to eliminate the traffic in commodities enumerated so they 
might restore the old rates, and prevent its diversion to trucks. 

The Chicago & Illinois Western, the Chicago Short Line, 
the Chicago, West Pullman & Southern, and the Belt Railway of 
Chicago asked elimination so as to permit the maintenance of 
the former two-line rate of 2.5 cents on crude coal tar from the 
plants of the Interlake Iron Corporation and the Wisconsin Steel 
Works to the plant of the Barrett Co. The Chicago & Illinois 
Western asked for modification so as to permit the reestablish- 
ment of the intrastate rate of $9 a car, in effect prior to No- 
vember 20, 1938, on crude coal tar and water gas tar, from the plant 
of the Chicago By-Products Coke Co. to that of the American Tar 
Products Co. They asked for modification on account of rates 
quoted by trucking companies for the hauling of the tars and 
which shippers said would save them money. The carriers said 
the reestablishment of the former rates would not cast a burden 
upon other traffic, either state or interstate, but would make a 
substantial contribution to the maintenance of their transpor- 
tation systems. 

The modifications allow crude tar to move at the old rates, 
in private equipment, subject, however, to a minimum of 90,000. 
They also allow the carriers to establish a rate of $12 a car on 
crude tar and water gas tar when moving in private equipment. 


COMMISSION REPORTS 


Bituminous Coal 


No. 24885, Harrisonburg Chamber of Commerce et al. vs. 
C. & O. et al. By division 2. On reconsideration, rates, bitum- 
inous coal, mines on the Chesapeake & Ohio to Harrisonburg, 
Va., over the route of the Chesapeake & Ohio to Waynesboro, 
Va., Norfolk & Western to Elkton, Va., and Chesapeake Western 
beyond, found not unreasonable in the past. In the original 
report, 196 I. C. C. 186, the Commission found rates on coal over 
other routes unreasonable in the past and for the future to the 
extent they exceeded specified amounts and awarded repara- 
tion. Later the question of the rates over the route mentioned 
was brought up. The rate prescribed in the original report, the 
Commission said, was based on a distance of 202.9 miles over 
a two-line route. Not only was the route here considered some 
40 miles longer, in a territory of difficult operating conditions, 
the Commission added, but the route was made up of the lines 
of three carriers. The Commission said, that, in its opinion, 
the assailed rates over the route here considered were substan- 
tially in line with those prescribed in the original report in the 
instant case and in the reports of other cases, cited in the orig- 
inal report, and that therefore it found that they were not un- 
reasonable. 





Face Brick 


; No. 26068, Hope Brick Works vs. A. T. & S. F. et al. By 
division 4. Rate charged, one carload, face brick, Hope, Ark., 
to Clovis, N. M., shipped in November, 1925, 31.5 cents inap- 
plicable. Applicable rate, 29.5 cents, unreasonable to the extent 
it exceeded 22 cents. Reparation of $58.04 awarded. The ship- 
ment was delivered to the Frisco. A rate of 24.5 cents was 
inserted in a bill of lading showing “A. T. & S. F.” The Com- 
mission said that that rate did not apply over the route in 
which the Frisco was the originating carrier and that the Frisco, 
being entitled to the line-haul, was not obliged to turn it over 
0 the carrier over whose route the rate of 24.5 cents did apply. 
The rate of 22 cents, to the basis of which reparation was 
awarded, became effective via the Frisco, as the originating 
carrier, October 5, 1930. 


Natural Cement 


No. 26013, Louisville Cement Co. vs. Pennsylvania et al. 
By division 2. Rates, natural cement, Speed, Ind., to Waco, Tex., 
unreasonable, but not otherwise unlawful, to the extent they 
exceeded 36 cents and unreasonable for the future to the extent 





they may exceed 34 cents. Shipments were made between July 
6 and November 23, 1931. Reparation awarded. New rate ‘to 
be established not later than June 16. 


Lumber Allowances 


No. 25839, Mumby Lumber & Shingle Co. vs. C. M. St. P. & 
P. et al. By division 5. Dismissed. Defendants’ failure to per- 
form, or pay an allowance for, car spotting services at com- 
plainant’s plant at Bordeaux, Wash., on interstate shipments, 
lumber and other forest products, not unreasonable or other- 
wise unlawful. Switching services, or an allowance of $3.15 a 
car and reparation on that basis since February 13, 1931, were 
sought. 

Shortenings 


No. 25364, Swift & Co. et al. vs. T. & P. et al. By division 2. 
Rates, vegetable oil shortenings, compound shortenings, lard and 
vegetable cooking oils, straight or mixed carloads, Fort Worth 
and Dallas, Tex., to destinations in western New Mexico, un- 
reasonable to the extent they exceeded or may exceed, from 
Fort Worth and Dallas, respectively, 96 and 97 cents to Magda- 
lena, 94 and 96 cents to Hatch, 95 and 96 cents to Deming, 97 
and 99 cents to Silver City, and 101 cents to Gallup, provided 
that in the period from January 4, 1932, to October 1, 1933, 
may be added the former authorized emergency charges. New 
rates and reparation on shipments made within two years prior 
to the filing of the complaint, which was on June 17, 1932, were 
requested. Owing to a lack of evidence that the complainants 
paid or bore the charges, reparation was denied. New rates 
are to be made effective not later than June 16. 


Meats 


I. and S. No. 2595, meats and packing house products to, 
from, and between southwestern and western trunk line points. 
This report also embraces the proceedings listed in the margin 
of the first page of the original report, 1386 I. C. C. 651. By the 
Commission. Fifth report on reconsideration. Previous findings 
modified so as to permit publication of reduced rates from 
Kansas City, Mo.-Kan., to Springfield and Joplin, Mo., and Okla- 
homa City, Okla., without corresponding reductions from other 
western trunk line packing points, of rates on fresh meats and 
on packing house products, including lard, lard substitutes, and 
vegetable cooking oils. Prior reports in this case are 136 I. C. C. 
651, 147 I. C. C. 330, 148 I. C. C. 515, 156 I. C. C. 299, and 197 
I. C. C. 703. The reductions proposed by the carriers were to 
meet truck competition They desired to meet that competition 
without being required, in accordance with the prior reports 
in this case, to make corresponding reductions from other pack- 
ing points. Commissioners McManamy and Farrell noted a 
dissent. 


COMMISSION ORDERS 


No. 13857, Chamber of Commerce of Selma, Ala., vs. A. G. §S. et 
al. Petition of M. & O., C. E. Ervin and T. M. Stevens, receivers, 
for a vacation and/or modification of the findings and order is as- 
signed for hearing at such time and place as the Commsision may 
hereafter direct. 

Upon complainants’ request the Commission has dismissed No. 
20165, Baker Ice Machine Co., Inc., et al. vs. A. T. & S. F. et al., 
and No. 26214, Dudley Shoals Cotton Mills Co. et al. vs. B. & O. et ol. 

Upon complainants’ request the Commission has dismissed No. 
26024, Toms Brook Lime & Stone Co., Inc., vs. Southern et al., No. 
26056, Wisconsin Manufacturers’ Associati6n vs. A. & R. et al., No. 
26316, Indiana Fibre Products Co. vs. C. C. C. & St. L. et al., No. 
26321, Indiana Fibre Products Co. vs. A. & St. A. B. et al., No. 6, 
Tulsa Traffic Association vs. A. T. & S. F. et al., No. 26347, J. Hoffert 
vs. Railway Express Agency, Inc., and No. 26357, the Highland Iron 
& Steel Co. vs. C. & E. I. (Charles M. Thomson, trustee.) 

No. 23476, Smith & Scott, Inc., vs. A. T. & S. F. et al., and No. 
23692 and Subs. 1 to 4, incl., Los Angeles Grain Exchange vs. 8S. P. 
et al. Complainants’ motion for leave to file instanter in said pro- 
ceedings their supplemental petition for further hearing and for modi- 
fication of the report and order entered therein denied. 

No. 24104, Big Sandy Fruit Co. et al. vs. A. & E, et al. and No. 
25711, Big Sandy Fruit Co. et al. vs. A. C. & Y. et al. Petition of 
complainant, Sandy Valley Grocery Co., directed to Division 5, for 
correction of an error in the finding in its report, denied. 

No. 26298, Grand Island Livestock Commission Co, et al. vs. A. 
T. & S. F. et al. The South St. Joseph Live Stock Exchange per- 
mitted to intervene. 

Finance No. 9689, Southern Pacific (Texas & Louisiana Lines) 
consolidation. Time fixed in said report within which the T. & N. O. 
¢ — accept the condition therein imposed is extended to May 

, 1934. 

1. & S. 3843, Coal from Indiana to Illinois. Proceeding is reopened 

for argument before the Commission on April 6, 1934, 10 a. m. stand- 


_ 
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ard time, at the office of the Interstate Commerce Commission, Wash- 
ington, D. C. ’ 

No. 6672, Application of C. of Georgia under provisions of section 
5 of the act to regulate commerce as amended by section 11, of the 
Panama Canal act, relative to the Ocean Steamship Co. of Savannah. 
Boston Chamber of Commerce permitted to intervene. 

No, 26362, Cream of Wheat Corporation et al. vs. A. A. et al. 
Merchants’ Exchange of St. Louis permitted to intervene. 

No. 21553, Grabler Manufacturing Co. vs. Erie et al. 
dismissed upon complainant’s request. 

No. 23813, Arizona Seed & Floral Co. et al. vs. A. T. & S. F. et al. 
Order modified to become effective on May 18, 1934, upon not less than 
30 days’ notice instead of April 12, 1934. 

No. 24674 and Sub. 1 to 3, incl., J. W. Patterson et al. vs. A. G. 
S. et al. No. 25149, Hudson & Couch et al. vs. L. & N. et al. No. 25121 
and Sub. 1, Carl West vs. I. C. et al. Petition of complainants in Nos. 
24674 and Sub. 1, 2 and 3 and 25149 ‘“‘for argument before and con- 
sideration by full Commission, to reopen said proceedings for recon- 
sideration on record as made and to vacate and set aside the opinion 
and order of division 4 therein’ and petition of complainants in No. 
25121 and Sub. 1 for reconsideration on the record as made and set 
aside the opinion and order of division 2 in those cases denied. 

No. 25254 and Sub. 1, Chamber of Commerce of Fargo, N. D. et 
al. vs. A. C. & Y. et al. Petition of defendants for postponement of 
the effective date and amendment of the order denied. 

No. 25532, Cargill Elevator Co. vs. C. & N. W. et al. Petition of 
complainant and interveners for reopening, argument before the Com- 
mission, and reconsideration denied. 

No. 25588, Florence Pipe Foundry & Maéhine Co. et al. vs. N. Y. 
N. H. & H. et al. Petition of complainants for reargument denied. 

No. 25784, Selby Shoe Co. vs. B. & O. Petition of complainant for 
reargument denied. 

No. 25795, Niles Tool Works Co. vs. B. & M. et al. 
defendants for reconsideration denied. 

No. 12358, Texas Livestock Shippers’ Protective League et al. vs. 
Director General of Railroads, as agent, Abilene & Southern et al., 
and cases grouped therewith. Order entered herein on December 
11, 1933, which by its terms, as amended by order of February 5, 1934, 
is effective April 17, 1934, is further modified so as to become effec- 
tive May 17, 1934, upon statutory notice. 

No. 26339, application of I. C., C. of Ga., and H. D. Pollard, as 
receiver of C. of G., under section 5, paragraphs 9, 10 and 11 of 
the interstate commerce act, with reference to Ocean Steamship 
Co. of Savannah. Arlington Mills, A. H. Morse & Co., Hood Rubber 
Co., Inc., Webster Thomas Co., Jenney Mfg. Co., Wm. Underwood 
Co., Parker Wilder Co., Houghton & Dutton Co., Kennedy & Co., 
S. K. Ames, Inc., W. S. Quinby Co., Parker, McCracken, Potter, Inc., 
John Bird Co., Friend Brothers, Jordan Marsh Co., First National 
Stores, Inc., Pepperell Mfg. Co., W. F. Schrafft & Sons Corp., Con- 
solidated Elecrtic Lamp Co. and Insurance Press of Boston, Inc., 
Boston (Mass.) Chamber of Commerce, the Lowell (Mass.) Chamber 
of Commerce, The Danvers (Mass.) Chamber of Commerce, the 
Chamber of Commerce of Dover, N. H., the Peabody (Mass.) Chamber 
of Commerce, AsSociated Industries of Maine, the Gloucester (Mass.) 
Chamber of Commerce, the New Hampshire Manufacturers’ Associa- 
tion, the National Association of Cotton Manufacturers and the New 
— Manufacturing Confectioners’ Association permitted to in- 
ervene. 

No. 26374, Omaha Chamber of Commerce Traffic Bureau et al. vs. 
A. T. & S. F. et al. Sheffield Steel Corporation and the Chamber 
of Commerce of Kansas City, Mo., permitted to intervene. 

No. 26374, Omaha Chamber of Commerce Traffic Bureau et al. 
vs. A. T. & S. F, et al, and No. 98, Commerce Association of Ab- 
erdeen vs. A. T. & S. F. et al. Minneapolis Traffic Association and 
St. Paul Association of Commerce permitted to intervene. 

No. 26380, Eastern Steamship Lines, Inc., vs. Ocean Steamship 
Co. of Savannah et al. Boston Chamber of Commerce permitted to 
intervene. 

Finance No, 9867, application Great Northern. Application in this 
proceeding dismissed upon consent of G. N. to a withdrawal of same. 


PETITIONS FOR REHEARING, ETC. 


No. 20194, The Fredonia Linseed Oil Works Co. vs. A. T. & S. F. 
et al. Defendants ask vacation of reparation order made and en- 
tered on February 8, 1932, and for further consideration upon the 
record as made, and for issuance of a corrected reparation order. 

No. 23823, Gypsum Association et al. vs. A. T. & S. F. et al. 
Texas Cement Plaster Co., Universal Gypsum & Lime Co., and United 
States Gypsum Co., complainants, ask the Commission to grant the 
petition of defendants, filed February 20, 1934, for postponement of 
effective date of order for a period of six months, on the ground that 
additional time was needed to prepare the new tariffs. 

No. 25184, George Thompson et al. vs. B. & O. et al. Complain- 
ants ask for reconsideration upon the record by the entire Commis- 
sidn of report and order of division 5, and modification thereof. 

No, 25548, J. Hamburger Co., Inc., et al. vs. A. C. L. et al. 
Defendants ask for reopening, reconsideration, rehearing and re- 
argument before the entire Commission. 

No. 25695, Carolina Shippers’ Association, Inc., et al. vs. A. C. L. 
et al. Complainants ask reopening of this proceeding for argument 
and consideration by the ey ye on the record as made. 

No. 11203, Standard Paint Co. et al. vs. Director General, Alabama 
& Vicksburg et al. Carriers operating in DIlinois Freight Association 
territory and Southern Freight Association Territory and between 
those territories ask for a modification of the order therein with re- 
spect to the rates on roofing felt, unsaturated, in rolls weighing not 
less than 300 pounds each, carload minimum weight 40,000 pounds, 
from Joliet, Ill., to Mobile, Ala. 

No, 23813, Arizona Seed & Floral Co. et al. vs. A. T. & S. F. et al. 
Defendants have filed a supplemental petition for reconsideration and 
modification of report on further hearing; and/or for oral argument 
before the entire Commission. 

No, 25727, Seatrain Lines, Inc., vs. A. C. & Y. et al. Complainant 
asks for reconsideration of decision upon motion of defendants that 
proceeding be held in abeyance. 

No. 23756, Albers Bros. Milling Co. vs. S. P. Complainant, in a 
supplemental petition, asks for reconsideration of the record and modi- 
fication of the Commission’s report, 195 I. C. C. 788, and move for 
leave to file instanter. 

No, 25444, The Mosbacher Motor Co. vs. A. & S. et al., and con- 
psOlidated cases. Defendants ask the Commission to reconsider the 
| decision by division 3. 

No. 25366, Jackson Freight Bureau et al. vs. A. G. S. et al. 
Laurel Oil & Fertilizer Co., one of the complainants herein, asks for 
correction of findings. 

No. 25777, J. T. Baker Chemical Co. vs. L. V. et al. 
ask for reconsideration. 


Complaint 


Petition of 


Defendants 
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No. 17000, part 9, Rate structure investigation, live stock—Western 
district rates. D. & R. G. W. asks for modification of third supple- 
mental report of the Commission in this case, reported in 190 I. C. c, 
175, wherein arbitraries were allowed said company on its standard- 
guage lines west of Pueblo and Walsenburg, Colo., on the east, and 
Provo, Utah, on the west, so as to authorize arbitraries on interstate 
live stock traffic which shall be handled by the Rio Grande when its 
trains are operated west of Denver over the lines of the Denver & 
Salt Lake and Dotsero Cut-off. 


UNCONTESTED FINANCE CASES 


Report and order in F. D. No. 10340, authorizing the acquisition by 
the Chicago and North Western Railway Company of control, by 
lease, of the railroad of the Escanaba, Iron Mountain & Western 
Railroad Company, approved. 

Report and certificate in F. D. No. 10308, permitting the Superior 
& Southeastern Railway Company to abandon operation, as to inter- 
state and foreign commerce, of certain lines of railroad in Sawyer 
county, Wis., approved. 

Report and order in F. D. No. 10319, authorizing the Boston & 
Maine Railroad to issue $910,000 of 4 per cent registered serial col- 
lateral notes to aid in the financing of proposed maintenance, ap- 
proved. 

Report and order in F. D. No. 10367, authorizing the Pittsburgh & 
West Virginia Railway Company to assume obligation and _ liability, 
as guarantor, in respect of not exceeding $331,000 of Pittsburgh & 
West Virginia Railway equipment trust series of 1934 certificates to 
be issued by the Chemical Bank & Trust Company, as trustee, and 
sold at par in connection with the acquisition of equipment, approved. 

Report and order in F. D. No. 10311, granting authority to the 
Kansas, Oklahoma & Gulf Railway Company to issue not exceeding 
$255,000 of 4 per cent registered serial notes to aid in the financing 
of proposed maintenance, approved. ay i 

Report and certificate in F. D. No. 10344, permitting the Carolina 
& Northeastern Railway Company to abandon, as to interstate and 
foreign commerce, its entire railroad in Northampton county, N. C., 
approved. ve 

Report and certificate in F. D. Nos. 10312 and 10313, (1) permitting 
the Edward Hines Western Pine Company to abandon, as to interstate 
and foreign commerce, its entire railroad in Harney and Grant Count- 
ies, Oreg., and (2) authorizing the Oregon & Northwestern Railroad 
Co. to acquire and operate said railroad, approved. 

Report and order in F. D. No. 10341, authorizing the Oregon & 
Northwestern Railroad Company to issue $600,000 of common stock, 
consisting of 60,000 shares of the par value of $10 a share, in pay- 
ment for a line of railroad and certain equipment, approved. ’ 

Report and order in F. D. No. 10355, authorizing the Chicago, 
Milwaukee, St. Paul & Pacific Railroad Company to issue $2,317,000 
of 4 per cent registered serial collateral notes and to pledge as col- 
lateral security therefor $2,665,000 of first and refunding mortgage 6 
per cent bonds, series A, to aid in the financing of proposed mainte- 
nance, approved. . vant 

Supplemental report and order in F. D. No. 6588, authorizing the 
Atlantic Coast Line Railroad Company to pledge and repledge not ex- 
ceeding $15,000,000 of general unified mortgage 50-year series A 4% 
per cent gold bonds, as collateral security for short-term notes, pre- 
vious report 138 I. C. C. 411, approved. 


FINANCE APPLICATIONS 


Finance No. 10390. Northern Pacific Railway Co., Great Northern 
Railway Co., Oregon-Washington Railroad & Navigation Co., Chicago, 
Milwaukee, St. Paul & Pacific Railroad Co., and Longview, Portland 
& Northern Railway Co. ask authority for N. P., G. N., 0.-W. R. & N., 
and Cc. M. St. P. & P. to abandon and remove their jointly owned 
line of railroad, 19.35 miles in length, located westerly of the Cowitz 
River in Lewis and Cowlitz counties, Wash., extending from L. P. & 
N. station at Vader Junction to station near freight house at 
Longview, Wash. On abandonment of line, the Milwaukee proposes 
to serve Longview by extending its railroad by operation over the 
double tracks of the Northern Pacific under trackage rights between 
N. P. station at Olequa and N. P. station at Longview Junction, a 
distance of 20.36 miles. The L. P. & N. now has trackage rights 
for limited purpose over the line it is proposed to abandon and upon 
such abandonment proposes to serve Longview by extending its 
railroad by operation over the N. P. double tracks under trackage 
rights for like limited purposes between N. P. station at Vader 
Junction and N. P. station at Longview Junction, a distance of 
21.93 miles, and over the jointly owned railroad of the N. P., G. N., 
O.-W. R. & N., and C. M. St. P. & P. between L. P. & N. station 
85 plus 72 and the station at Longview Junction, a distance of ap- 
proximately 1 mile. Applicants said there were no towns on the 
stretch of line proposed to be abandoned and shipments made to 
and from sidings located thereon were negligible, and that the plan 
proposed would result in substantial savings. 

Finance No. 10391. Joint application of Wabash Railway Co. and 
receivers, and Chicago, Burlington & Quincy Railroad Co. for author- 
ity to abandon Wabash line from point near Albia to a point near 
Hamilton, Ia., approximately 11 miles, except a section of said line 
at Sheahan, Ia., approximately 3,450 feet long; for operation by Wa- 
bash over Burlington between the aforesaid points and over a section 
of the Burlington at Bussey, Ia., approximately 2,900 feet long: to 
abandon by Burlington line from point near Hamilton to point at or 
near Tracy, Ia., approximately 8.343 miles, except the aforesaid sec- 
tion at Bussey; for operation by Burlington over Wabash between 
Hamilton and Tracy, and over track at or near Sheahan; and construc- 
tion by applicants and their joint operation over connecting tracks 
necessary to the joint operation by applicants of a single line ap- 
proximately 19.55 miles long between Albia and Tracy, Ia., to effect 
economies in operation, 


SUSPENDED TARIFFS 


In I. and S. No. 3965, the Commission has suspended from 
March 10, until October 10, schedules in supplements Nos. 25 
and 26 to Baltimore & Ohio tariff I. C. C. No. 22185, and in 
Pennsylvania tariff I. C. C. 1159. The suspended schedules 
proposed to increase the switching charges on fresh or green 
fruits and vegetables, in carloads, between points within the 
Baltimore switching district when moving into Baltimore via 
water lines. For example: The rates from Locust Point, via 
the B. & O. R. R., and from Clinton Street, via the P. R. R., 
to Produce Terminal would be increased from 50 cents a ton 
to 5 cents a 100 pounds or $1 a ton of 2,000 pounds. 
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Proposed Reports in I. C. C. Cases 





THIRD SECTION ON GLASS 


XAMINER JAMES O. CASSIDY, in No. 23606, Memphis 

Freight Bureau for Binswanger & Co. et al. vs. Louisiana 
Railway & Navigation Co. et al., has recommended the Commis- 
sion bringing its action in this case into line with the principle 
laid down by the Supreme Court of the United States in Texas 
& Pacific Railway Co. vs. U. S., 289 U. S. 627, which the exmainer 
called the port relation case, but which is probably better known 
as the Galveston-New Orleans relationship case. He said that 
the Commission should vacate its order in this case in 176I. C.C. 
797, in so far as it forbade the New Orleans lines, petitioners 
herein, to maintain rates on window glass in carloads from 
Shreveport to Baton Rouge and New Orleans, La., and hold that 
those rates were unrelated in level to rates on the same com- 
modity from Shreveport to Memphis, Tenn. 

In its original report the Commission found that the rates on 
window glass from Shreveport to Memphis of 32 and 38.5 cents, 
minimum 60,000 and 40,000 pounds, respectively, were not un- 
reasonable. It said, however, that the maintenance of those 
rates contemporaneously with rates lower in level on like inter- 
state and intrastate traffic to New Orleans and Baton Rouge, 
and to other southern points, was unduly prejudicial to Memphis 
and unduly preferential of such other points to the extent that 
the difference between the rates to Memphis and the rates to 
the preferred points were greater than would result from the 
application of the same percentage of the corresponding first 
class rates to Memphis and to the preferred points. 

The carriers, complying with the order, increased the 
Shreveport-Baton Rouge rates to 27 and 33 cents, minima 60,000 
and 40,000 pounds, respectively, and the Shreveport-New Orleans 
rates to 31 and 38 cents. 

The New Orleans lines asked the Commission to rescind its 
third section order principally, the examiner said, on the theory 
that it was void in the light of the Supreme Court’s decision 
in the port relationship case. The decision in that case was 
— down on May 29, 1933, two days after the Commission’s 
ecision. 

The court said, in the port case, that a carrier might not 
be held responsible for undue prejudice or preference unless 
both localities were upon its line or it effectively participated 
in the rates to both. The examiner said the record clearly 
established that the New Orleans lines had no control over the 
rates from Shreveport to Memphis and that their participation 
was incidental rather than effective. 

Memphis pointed out, said the examiner, that the entire 
movement of window glass from Shreveport to Memphis was by 
truck. The examiner added that the movement from Shreveport 
to Baton Rouge and New Orleans was also practically all by 
truck. It was argued, the examiner said, that since the trucks 
controlled the movement of window glass in both instances, 
shippers at Memphis would be in no sense injured by permiting 
the New Orleans lines to establish rates from Shreveport to 
Baton Rouge and New Orleans to meet truck competition. Win- 
dow glass, he said, would still move to Memphis by truck unless 
the Memphis lines reduced their rates to meet the truck rates 
and that the action of the New Orleans lines in meeting truck 
competition to Baton Rouge and New Orleans could in no way 
affect the Memphis situation since it was now the trucks and 
not the railroads which controlled the rates. 

The examiner said that since the order in this case was 
issued the Supreme Court had emphasized certain conditions 
under which a carrier might not be held responsible for undue 
prejudice, and which seemed to apply in this case. He said it 
might be observed that this was not a new theory and that the 
gaan had generally, but not always, observed it in the 
past. 


HOCH-SMITH PETROLEUM 


A further revision of rates on petroleum and its products 
to enable the carriers to meet conditions due in part at least 
to the competition of other agencies of transportation has 
been proposed on further hearing by Examiners Burton Fuller 
and Philip S, Peyser in No. 17000, part 4-A, Hoch-Smith rates 
On refined petroleum products from, to and between points in 
the southwest. The report also embraces fourth section applica- 
tions Nos. 14478, 14970, 15243, and 15265. The carriers asked 
for a modification of the prior findings and order in 171 I. C. C. 





381, 174 I. C. C. 745, and 179 I. C. C. 35, and the grant of fourth 
section relief in connection therewith. 

The examiners said the Commission should approve the 
proposal of the railroads to establish as maxima to destinations 
intermediate to and in the direction of the St. Louis and Kansas 
City, Mo., gateways the rate prescribed to those gateways and 
the related rates from new origin groups. 

A general reduction in rates between points in the south- 
west for distances of 250 miles and less except to destinations 
in Texas, the examiners said should be found not in accordance 
with the relationship provision of finding No. 2, as modified by 
the first supplemental report, 174 I. C. C. 745. They said that 
the record should be found inadequate to determine whether 
existing rates resulted in undue prejudice and preference, 

The examiners recommended that the relationship provision 
of finding No. 2, as modified by the first supplemental report, 
should be vacated and set aside. They said that applications 
for relief from the long-and-short haul part of section 4 should 
be granted as to the commodities embraced in the investigation 
and as to low-grade petroleum products, except in those instances 
which they criticize adversely in their report, provided that the 
relief should not apply over routes over 50 per cent circuitous 
or from and to junction points of any line or combination of 
lines comprising a portion of any route, when the portion of the 
route was more than 50 per cent circuitous, as compared with 
the short line distance. They said the Commission should deny 
the applications for fourth section relief on casinghead gasoline 
and crude oil because of lack of evidence. 

In the petition dated August 16, 1932, which caused this 
further hearing, the carriers asked that finding No. 2 of the 
original report, as modified by the first supplemental report, be 
further modified by the provision of a proviso substantially as 
follows: “Provided, that where origin grouping is established 
on traffic to points intermediate to and in the direction of the 
gateways above specified (that is, St. Louis and Kansas City), 
the same as in effect on traffic to such gateways, the prescribed 
gateway rates may be observed as maxima irrespective of 
whether they exceed rates resulting from the formula above 
stated,” the reference to the formula being to one laid down 
in the earlier report. 

Opposition to the proposal was shown by Shell Petroleum 
Corporation, with refineries at Roxana, IIl., Arkansas City, Kan., 
Houston, Tex., and Norco, La., the Standard Oil Co. of Indiana, 
operating refineries at Wood River, Ill., and Neodesha, Kan., 
and the Phillips Petroleum Co., operating refineries at Kansas 
City, Mo., Wichita, Kan., Okmulgee, Okla., and Borger, Tex. 
The examiners said they appeared in favor of granting such 
permanent fourth section relief as would enable the present 
adjustment to be maintained. 

The primary question presented, the examiners said, was 
whether the maintenance of the prescribed gateway rates as 
maxima at intermediate destinations over reasonably direct routes 
would result in reasonable and non-prejudicial rates and would 
be justifiable under the fourth section. The general position of 
the respondents, they said, might be summarized as follows: 
The respondents had thought that this long haul traffic could 
bear higher rates and they established such rates because they 
thought it would result in increased revenue. Their experience 
showed that the contrary was true, namely, that the higher 
rates had curtailed the traffic, and they accordingly wished to es- 
tablish a basis of rates that would tend to restore it. The basis 
which they proposed, the examiners said, would be 1.5 cents 
higher than that in effect prior to August 10, 1932, because the 
rates then in effect were the actual gateway rates (which were 
1.5 cents less than those prescribed to the gateways). 


The situation before the Commission, the examiners said, 
was rather unusual in that the opposing refiners, called pro- 
testants by the examiners, were asking the Commission to ac- 
cord a greater measure of permanent fourth section relief than 
respondents desired or were attempting to justify. 

The examiners said the competitive situation at the gate- 
ways and intermediate destinations no longer warranted as high 
rates to the intermediate destinations as were authorized in the 
first supplement 1 report, but was sufficiently different to war- 
rant respondents in maintaining, as they proposed, rates to the 
intermediate destinations not exceeding 1.5 cents higher than 
those to the gateways. Truck competition was cited as a fact 
calling for a revision of these rates as proposed. The examiners 
said that the evidence as to truck competition which required 





PAGE 496 


the general reduction in rates made by the carriers up to 250 
miles in all states except Texas was very general and it was 
apparent that such reductions were not made to meet specific 
conditions from and to particular points but were established be- 
cause respondents felt that the general competitive situation re- 
quired such reductions. In May, 1932, the carriers, according 
to the examiners, made a general survey of trucking costs and 
such survey indicated that for the very short hauls trucking 
costs were substantially less than 75 per cent of the appendix II 
scale prescribed in the first revision of the Commission’s decision 
in this case but that the cost approached 75 per cent of the scale 
as the hauls became longer. That survey indicated, the exam- 
iners said, that trucking did not usually extend beyond 150 miles, 
except a comparison of the truck and rail rates from Coffeyville, 
Kan., to Kansas City indicated that the use of trucks in handling 
this traffic would result in a substantial saving. This informa- 
tion was obtained, the examiners said, from contracts offered by 
trucking companies to refineries at Sand Springs, Okla., Coffey- 
ville, and Kansas City. A more recent survey compiled by repre- 
sentatives of the M.-K.-T. from refineries at Grandfield, Ponca 
City, Okmulgee, Tulsa, Bristow, Allen, Drumright, and Barnsdall, 
Okla., Borger and Wichita Falls, Tex., and Kansas City clearly 
indicated, the examiners said, that there was no uniformity in 
the use of trucks and that many refineries did not use them at 
all or to a very limited extent between specific points. However, 
most of them had been offered contracts by trucking companies 
at a basis approximating 75 per cent of the rail rates, although 
certain instances were shown where the offers were as low as 
65 per cent and as high as 85 per cent, the examiners said. This 
survey also indicated, said the examiners, that there was a sub- 
stantial advantage in the use of trucks where the refinery had a 
number of small stations reasonably close together and where 
a single station would need only a small quantity of gasoline. By 
the use of trucks under such circumstances, certain refineries, 
they said, had been able to abandon some of their bulk stations. 

The examiners said that the authority heretofore granted to 
meet the competition of other transportation agencies was lim- 
ited to specific instances of actual competition. They said it 
was clear that in making the general reduction in rates for hauls 
up to 250 miles the carriers had exceeded the limited authority 
to vary from the appendix II scale granted in the supplemental 
report. The relationship provision, they said, did not contemplate 
such a general reduction in rates but rather that respondents 
might meet actual competition with other transportation 
agencies between certain points without making corresponding 
reductions between other points where such competition did 
not exist. 

Under the conditions disclosed as to the disregard of the 
relationship limitation where reductions had been made the only 
practicable alternative presented was for the Commission to 
vacate and set aside the relationship provision, and to consider 
each situation of claimed undue prejudice and preference that 
might be brought to its attention upon the basis of the facts 
shown at that time, they said. 


PRIVATE REFRIGERATOR CARS 


In a proposed report, in I. and S. No. 3887, use of privately 
owned refrigerator cars, and Ex Parte 104, part 5, private freight 
cars, W. P. Bartel, director of the Commission’s Bureau of 
Service, and Examiner Charles W. Berry, after conducting an 
inquiry into practices with respect to privately owned refrigera- 
tor cars, tell the Commission that “prohibition of the use of 
private cars is justified and advisable as an economy measure 
and as a means of preventing rebates.” 

This opinion, however, is not made a controlling considera- 
tion in their report in the matter. They have recommended 
that the Commission find justified the elimination of language 
from Rule 35, paragraph B of the perishable protective tariff, 
I. C. C. No. 5, which would have the effect of the carriers offer- 
ing to furnish brine tank refrigerator cars. 

They have recommended that section 2 of Rule 35 by which 
the carriers proposed to exercise greater control over the fur- 
nishing of private refrigerator cars be found not justified with- 
out prejudice to the filing of an amended rule in accordance with 
suggestions made by them. They assert that there is reason- 
able ground for the belief that arrangements with respect to 
private cars covered by section 2 of Rule 5 are in violation of 
the Elkins act. They declare that any allowances paid to the 
users of private cars, including meat packers, by the railroads, 
as mileage earnings, in excess of the cost of the cars to the 
shippers are unreasonable, unjustly discriminatory and unlawful 
rebates and concessions. 

In the suspended schedules the proposed greater control 
was to be accomplished by the elimination of the words “or 
brine tank refrigerator cars,” with the effect before mentioned. 
In the same suspendel schedule they proposed to change Rule 36 
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by adding a section, lettered as to paragraph A to H, reserving 
to themselves the right to furnish refrigerator cars, requiring 
shippers to arrange for their refrigerator car supply through 
carrier agencies and setting forth that carriers would not accept 
in interchange empty private refrigerator cars intended for load. 
ing on their lines unless specifically provided for through the 
carrier or carriers serving them, and providing that carriers 
might provide special type refrigerator cars for shipment of 
commodities shown in Itém 1130 of the protective tariff. Para. 
graphs in that rule, from D to H, both inclusive, show how the 
tariffs proposed to carry out their plan for greater control over 
the refrigerator car supply. They follow: 


(d) Cars of private car lines, including those of railroad control, 
will not be furnished by carriers for loading on their lines unless car 
owners certify under oath to carriers that no gift, gratuity, or part 
of the earnings from mileage payments, or otherwise, will be paid 
directly or indirectly to shippers, their agents or employes. The re- 
quirements of this rule will be considered as having been complied 
with when certification is made by car owners and filed with the 
Car Service Division of the American Railway Association, they in 
turn to notify carriers of the filing of such certificates. 

(e) On and after the effective date of this rule advertisements 
of shippers or products are prohibited on newly constructed or re- 
painted refrigerator cars. 

(f) Effective January 1, 1937, no refrigerator cars bearing adver- 
tisements of any shipper, consignee or product, will be accepted in 
interchange or handled locally on any railroad. 

(g) Nothing in these rules shall be construed to prevent any 
carrier or carriers from loading, or permitting to be loaded, refrig- 
erator cars with clean freight which will in nowise render cars unfit 
for transporting perishable products or commodities shown in Item 
1130 of tariff, as amended, requiring protective service, for move- 
ment to or in the direction of the owner or in reasonably direct 
home route when such handling is in the interest of economy in 
operation and elimination of empty mileage. i 

(h) The provisions of this section will not_be applicable on 
traffic originating in territory covered by Section No. 2 of this rule. 


The territory referred to in Section 2 of Rule 36 is west of 
El Paso and an irregular line through Albuquerque, Ogden, Salt 
Lake City and Pocatello, Ida., and south of Portland, Ore. Sec: 
tion 1 was made inapplicable to that territory because restric- 
tions similar to those proposed were in effect in that territory. 


On account of the similarity of the issues raised by the 
suspended schedules, the Commission made the suspension pro- 
ceeding, for investigation purposes, a part of ex parte 104, part 5, 
private freight cars, the title of the whole of ex parte 104 being 
practices of carriers affecting operating revenues or expenses. 


A number of shippers, principally those handling butter, 
eggs, cheese and dressed poultry, and canned goods, from and 
to points in western trunk line and mountain-Pacific territories, 
and some private car lines, the proposed report said, filed pro- 
tests against the proposed rule, claiming it discriminated against 
them. Later, 23 carriers, mostly operating in the territories 
mentioned, filed a petition asking the Commission to reconsider 
its refusal to approve a sixth section application seeking au- 
thority to cancel their participation in the rule, or, in the alterna- 
tive, to suspend the operation of the proposed rule. 

Protests were almost exclusively from shippers other than 
meat packers. George A. Hormel & Co., Austin, Minn., the report 
said, was the only firm engaged in the meat packing business that 
presented testimony in opposition to the rule. That firm, the re- 
port said, shipped fresh meat and packing house products in 
private brine-tank cars leased at $50 a month from the North 
American Car Corporation. The report said the firm stated 
that cars furnished by the railroads were not suitable for its 
products and that therefore it was necessary for it to use leased 
cars. In addition to the brine tank cars, the testimony was that 
it used 30 mechanical refrigerator cars. The evidence, the 
report said, did not show the profit derived from the brine- 
tank cars but that the witness stated that the cost of using 
leased cars and the mechanical refrigerators in the last ten 
years exceeded the amount received in mileage by $24,690.60. 


The proceeding raised the questions as to the right of car- 
riers to provide equipment that might be needed and as to 
whether the mileage allowances and privileges permitted by 
the carriers to those who furnished privately owned refrigerator 
cars suggested that concessions were being received by shippers. 
The opinions of Director Bartel and Examiner Berry on those 
points are indicated by the summary of their report carried as 
head notes. Those notes follow: 


It is the duty of common carriers by railroad to furnish such 
cars aS may reasonably be necessary for the transportation of all 
commodities they hold themselves out to carry. 

Carriers have the exclusive right to furnish cars. A private car 
owner has no right to have his cars used as a vehicle for the trans- 
portation of freight over the rails of any carrier without its consent. 

It is the duty of the Commission to find a rule, proposing to 
prohibit the use of private cars, justified, unless it violates some 
provision of the interstate commerce act. 

Prohibition of the use of private cars by one shipper and not 
by another, provided the carriers are willing and ready to furnish 
suitable cars, is unduly prejudicial and discriminatory where the 
circumstances and conditions are substantially similar, but not if 
the circumstances and conditions are materially different. 
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Prohibition of the use of private cars is justified and advisable 
as an economy measure and as a means of preventing rebates. 

A maximum reasonable allowance to a shipper should not exceed 
the cost to him of supplying the car. An amount in excess of such 
costs creates undue discrimination and is a rebate. 

The proposed rule found not justified. 

Carriers will be expected to filé an amended rule conforming 
with the suggestions made in the report and ending the present un- 
lawful practices. 


After discussing abuses alleged to have grown out of allow- 
ances by carriers to shippers who furnished facilities, the report 
said that if the rule under consideration affected only protestant 
shippers and the large packers it might well be found that it 
would not create undue prejudice or unjust discrimination. A 
carrier, they said, might compensate a shipper for services ren- 
dered or instrumentalities furnished in connection with its own 
traffic and if the amount paid was reasonable and did not exceed 
the cost to the shipper it was not a prohibitive rebate or dis- 
crimination, although the carrier did not allow competing ship- 
pers to render or furnish similar services and instrumentalities. 
However, the Commission could not overlook the fact that 
the exception in the proposed rule applied equally to small 
packers who leased cars from the same sources and on the same 
terms as some of the dairy shippers, the exception being in 
favor of the meat shippers. 

The use of private cars except by packers, the report said, 
did not relieve the carriers of the obligation to furnish cars. 
They must be prepared, the report said, at all times to accept any 
and all traffic offered to them by those now using private cars 
as well as other shippers. The private cars, they added, sup- 
planted the railroad cars on regular lucrative hauls. Railroad 
cars, they said, were forced to stand idle which the carriers were 
forced to pay 2 cents a mile for the use of private refrigerator 
cars. In closing their discussion Messrs. Bartel and Berry said: 


The Commission should find that the proposed amendment of 
Rule 35 is justified but that the proposed Section 2 of Rule 35 is 
not justified, without prejudice to the filing of an amended rule 
conforming to the suggestions herein. It should further find that 
the use of private refrigerator cars by shippers other than meat 
packers who operate the cars used in their service and furnish suf- 
ficient cars at all times to take care of their entire needs and 
agree to relieve the carriers from all obligations to furnish refrig- 
erator cars at all times results in uneconomical operation and un- 
necessary expense to the carriers; that a shipper who pays only 
the published rates and uses private cars displaying advertising 
matter receives something of value in addition to the transporta- 
tion of his traffic not available to those using cars furnished by 
the railroads and that the practice should be prohibited; that the 
payment of mileage earnings received by car owners from railroads 
to shippers in excess of the amount of rental said shippers pay for 
the use of the cars results in such shippers receiving transportation 
of their products at lower rates than those paid by shippers who 
use cars furnished by the carriers and less than the published rates 
and that there is reasonable ground for the belief that such arrange- 
ments are in violation of the Elkins act; and that any allowance 
paid to the users of private cars, including meat packers, by the rail- 
roads as mileage earnisgs in excess of the cost of the cars to the 
shippers are unreasonable, unjustly discriminatory, and unlawful 
rebates and concessions. 


PROPOSED REPORTS 


Hogs 


No. 26127, Hygrade Food Products Corporation vs. B. & O. 
et al. By Examiner John Davey. Rates charged, hogs, double 
deck carloads, Bushnell, Galesburg, Princeton and other points 
in linois on the C. B. & Q., to Detroit, Mich., Buffalo, N. Y., and 
Wheeling, W. Va., delivered on and after August 11, 1931, pro- 
posed to be found applicable except from Galesburg and Prince- 
ton to Detroit. Applicable rates from them proposed to be 
found to have been 43 and 46 cents. Refund of overcharges 
proposed to be directed. 


Cotton Factory Sweepings 


No. 26030, Pickett Cotton Mills, Inc., vs. L. & N. et al. By 
Examiner E. L. Valentine. Rates charged, cotton factory sweep- 
ings, less than carloads, High Point, N. C., to Munford, Ala., 
proposed to be found not unreasonable. Failure of Southern 
Railway Co., one of the defendants, to establish and apply a 
rate of 44.5 cents on shipments in accordance with Rule 77 of 
Tariff Circular 20 proposed to be found unreasonable as to two 
Shipments that moved over its line direct. Reparation of $16.83 
proposed. 

Pyrethrum Flowers 


No. 26167, McLaughlin Gormley King Co. vs. B. & O. et al. 
By Examiner Robert M. Furniss. Rate charged, pyrethrum 
flowers, New York, N. Y., to Grand Rapids, Mich., proposed to 
be found unreasonable to the extent it exceeded 63 cents. Ap- 
Dlicable third class rate of 97 cents was applied on six carloads 
of imported drieti flowers, in bales, shipped between February 
11, 1932, and April 5, 1933. On May 5, 1933, the rating was 
reduced to fifth class, giving a rate of 49 cents. The carriers 
took the position that reparation should not be awarded on a 
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voluntary reduction, as they said this one was. The examiner, 
however, recommended reparation of $1,059.54, plus interest. 


Cottonseed 


No. 26208, Shreveport Chamber of Commerce on behalf of 
Hamilton Cotton Oil Co. et al. vs. G. C. & S. F. et al. By 
Examiner P. F. Mackey. Dismissal proposed. Rates, cottonseed, 
carloads, points in Texas to Shreveport, La., not shown to 
have been unreasonable or unduly prejudicial. 


Grain and Products 


No. 26104, Light Grain & Milling Co. vs. Beaver, Meade & 
Englewood et al. By Examiner William A. Maidens. Dismissal 
proposed. Rates, grain and grain products, point in Oklahoma, 
transited at Liberal, Kan., or shipped direct from that point, to 
destination in New Mexico, not unreasonable. In a complaint 
filed July 18, 1933, the complainants sought rates based upon 
those prescribed on wheat, flour and coarse grains between points 
in Oklahoma and Kansas City, Kan.-Mo., on the one hand, and 
Texas and eastern New Mexico, on the other, in Oklahoma Cor- 
poration Commission vs. A. & S., 101 I. C. C. 116; and those 
prescribed in grain and grain products from points in Texas and 
Oklahoma to points on the Santa Fe in New Mexico in Great 
West Mill & Elevator Co. vs. Panhandle & S. F., 186 I. C. C. 
413. The examiner said the findings in the Oklahoma case, 
supra, were based upon considerations not present in the instant 
case and said the facts here did not warrant an award of repara- 
tion to the basis of the depressed rates prescribed in the Okla- 
homa case in a relationship of rates proceeding. 


Box Lumber 


No. 26212, T. W. Kent, receiver, Roseland Box Co., Inc., 
vs. I, C. et al. By Examiner John McChord. Dismissal pro- 
posed. Rates, box lumber, box material, crate material, box 
shooks, boxes, and crates, knocked down, in bundles, in straight 
or mixed carloads, Roseland, La., to points in Texas, not unrea- 
sonable or in violation of sections 4 or 6 of the interstate com- 
merce act. Shipments involved were 92 carloads which were 
covered by an informal complaint filed September 26, 1932, which 
was closed July 3, 1933. 


Pipe and Well Supplies 


No. 26187, Gypsy Oil Co. vs. C. & N. W. et al. By Examiner 
Horace W. Johnson. Rates charged, wrought iron pipe and oil 
well supplies, Caldwell, Haysville and McPherson, Kan., to Wall, 
S. D., on shipments delivered between November 19, 1930, and 
April 25, 1931, unreasonable to the extent that they exceeded, 
on wrought iron pipe 35 per cent and on oil well supplies 48 per 
cent of the first class rates prescribed in the Western Class 
Rate Revision, the distances to be computed in accordance with 
the formula set forth in Sinclair Crude Oil Co. vs. A. T. & 
S. F., 168 I. C. C. 449. Reparation proposed. 


Textile Machinery 


No. 25841, Corinth Hosiery Mill, Inc., vs. B. & O. et al. By 
Examiner E. L. Glenn. Dismissal proposed. Rates, textile ma- 
chinery, carloads, Reading, Pa., to Corinth, Miss., not unreason- 
able or otherwise unlawful. Eight shipments were received by 
the complainant between February 14, 1931, and February 24, 
1932. A sixth class rate of 87 cents was charged. A reasonable 
rate and reparation were sought. 


Slag 


No. 26084, Birmingham Slag Co. vs. Blue Ridge Ry. Co. and 
Southern Ry. Co. By Examiner E, L. Glenn. Rate, slag, Ensley 
and Woodward, Ala., to Walhalla, S. C., proposed to be found 
unreasonable to the extent it exceeded $1.65 a net ton. Ship- 
ments were made between September, 1930, and October, 1931. 
New rate and reparation recommended. 


Molding Sand 


No. 21091, Sawbrook Steel Castings Co. vs, C. B. & Q. et al. 
By Examiner Burton Fuller. Upon further hearing $2,553.88 
proposed to be found to be the amount of reparation due com- 
plainant under the prior findings, 188 I. C. C. 99, as to molding 
(silica) sand, from Ottawa, Ill., to Lockland, O. 


Sand and Gravel 


No. 26034, C. F. Lytle Construction Co, vs. C. R. l. & P. By 
Examiner L. H. Dishman. Dismissal proposed. Rates, sand and 
gravel, Louisville, Neb., to Atlantic and Lorah, Ia., charged on 
shipments since June 1, 1931, not unreasonable. 


Pipe and Fittings 
No. 26054, American Cast Iron Pipe Co. vs. A. B. & C. et al. 
and a sub-number, Same vs. Central of Georgia et al. By Ex- 
aminer L. H. Dishman. Dismissal] of title complaint proposed. 
Rate, one carload, cast-iron pipe and fittings, Birmingham, Ala., 
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to Rochester, Vt., shipped October 10, 1931, not unreasonable. 
Rate, like traffic, embraced in the sub-number, from Birmingham 
to Van Buren, Me., proposed to be found unreasonable to the 
extent it exceeded $16.20 a net ton. Reparation of $969.95 pro- 
posed. 


Glass Sand 


No. 26073, Olean Glass Co. vs. Pennsylvania. By Examiner 
L. B. Dunn. Rates, glass sand, Mapleton, Pa., to Olean, N. Y., 
imposed on shipments made in the statutory period prior to 
June, 1933, proposed to be found unreasonable to the extent 
they exceeded or may exceed $2.20 a net ton. Reparation pro- 
posed. In view of the fact that the future rates between the 
points in this complaint was covered by the proceedings in In- 
dustrial Sand Cases, 1930, the examiner said no order for the 
future should be entered in this case. 


Scrap Paper 


No. 26205, Peoples Iron & Metal Co., Inc., vs, Pennsylvania. 
By Examiner Harold M. Brown. Dismissal proposed. Rate, 
scrap paper, Chicago, Ill., to Kalamazoo, Mich., imposed on 
shipments between July 14 and August 11, 1932, not unreason- 
able or otherwise unlawful. 


Hogs 


No, 26220, Producers Cooperative Commission Association vs. 
Pennsylvania et al. By Examiner Elza Job. Rates, hogs, double- 
deck cars, Columbia City, Etna Green, and Inwood, Ind., to 
Lenape, Pa., charged on shipments made between October 20 and 
December 1, 1931, unreasonable to the extent they exceeded 48.5 
cents from Columbia City and 49 cents from Etna Green and 
Inwood. Reparation of $202.41 proposed. 


Pine Piling 


No. 26228, Manassa Timber Co. vs. A. T. & S. F. et al. By 
Examiner L. J. P. Fichthorn. Dismissal proposed. Rate charged, 
pine piling, Jasper, Tex., to Eton, Mo., on two shipments made 
in February, 1930, proposed to be found to have been applicable. 


Wheat 


No. 25712, Globe Grain and Milling Co. vs. Southern Pacific 
et al. By Examiner J. J. Williams. Dismissal proposed. Rate, 
one carload, wheat, Mosquero, N. M., to Los Angeles, Calif., 
proposed to be found not unreasonable. The complaint was 
filed after suit was entered for the collection of undercharges. 
The question as to the reasonableness of the rate was raised 
in Globe Grain and Milling Co. vs. Southern Pacific, 186 I. C. C. 
787. The Commission found the rate here assailed was applic- 
able but that the statute of limitation barred consideration 
under a section 1 allegation. When the suit was filed the 
complainant made the instant complaint again attacking the 
reasonableness of the applicable rate. The shipment weighing 
121,280 pounds, originated at Mosquero, on a branch line of the 
Southern Pacific. It moved over that road to Tucumcari, thence 
over the C. R. 1. & P. and C. R. I. & G. to Amarillo, Tex. Upon ar- 
rival at that point it was inspected and refused by the consignee. 
_ Thereupon it was reconsigned to Los Angeles, moving over the 
C. R. I. & G. and C. R. I. & P. to Tucumcari and thence Southern 
Pacific through Santa Rosa, N. M., and El Paso, Tex., to des- 
tination. Charges of $715.55 based on a rate of 59 cents, the 
examiner said, were originally collected and deducted by com- 
plainant from the invoice and the proceeds forwarded to the 
original consignor. Under charges were sought to be collected, 
whereupon complainant filed its complaint in the previous case, 
186 I. C. C. 787. The Commission therein found that the ship- 
ment was undercharged to the extent of $509.38. The examiner 
said the record disclosed that charges were adjusted on the 
basis of the flour and bran rate from the point of origin to 
final destination and that the rate ultimately charged was not 
assailed. The fact that there were outstanding undercharges, 
the examiner said, was immaterial to the question here pre- 
sented, nor was the Commission interested in the nature of 
the adjustment as between the consignor and consignee. Fol- 
lowing the doctrine in Duck River Grain Co. vs, N. C. & St. L., 
160 I. C. C. 28, and cases in which the doctrine in that case was 
followed and upon this record, the examiner said that in the 
absence of the showing that the through rate was not unrea- 
sonable reparation was not warranted. 


Dolomite Reparation 


No. 25481, Olds & Whipple, Inc., vs. N. Y. N. H. & H. By 
Examiner J. J. Williams. Reparation of $272.65 proposed to 
be found due under findings in the previous report, 194 I. C. C. 
435, that the rate charged on dolomite shipped from Ashley 
Falls, Mass., to Hartford, Conn., was inapplicable. This com- 
plaint was upon further hearing on the reparation question. 
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Cotton 


No. 25702, W. B. Collins Cotton Co. vs. A. G. S. et al. By 
Examiner A. J. Sullivan. Dismissal proposed. Rates, cotton in 
bales, points in Alabama to Mobile, Ala., for export, compressed 
in transit at Tuscaloosa, Ala:, proposed to be found not unrea- 
sonable or otherwise unlawful. Shipments were made in Sep. 
tember and up to and including October 15, 1930. 


Tomato Bracing Lumber 


No. 26109, Biggio, Inc., et al. vs. A. C. L. et al. By Examiner 
Alfred G. Hagerty. Proposed to be found that carload ship- 
ments, tomatoes, from Florida to destinations directly south 
of and in eastern trunk line territory, packed in six-crate baskets 
and lugs, and transported in refrigerator cars under ventila- 
tion, were overcharged in weight to the extent that, contrary 
to the terms of the tariffs, providing for free transportation of 
lumber used in stripping and bracing the lading, the applicable 
fourth class rates were assessed on the weights of both the 
tomatoes and the lumber. Reparation proposed. 


MELLON DIRECTORSHIP 


In a brief in Finance No. 8852, application of Richard K. 
Mellon for an order authorizing him to hold the position of 
director of the Pennsylvania Railroad Co. (see Traffic World, 
February 24, p. 352), R. A. Bogley and Henry Wolf Bikle submit 
that the directorships and interests mentioned in the hearing 
held by Assistant Director Burnside, on the cross examination 
of Mr. Mellon, were not legally relevant to the question presented 
in the application. The interests referred to were the industrial 
ones held by Mr. Mellon and his directorships in the Ligonier 
Valley Railroad Co., Norfolk & Western and the Pullman Co. 

They said it was true that the test prescribed by the statute, 
in the matter of interlocking directorships, was whether public 
or private interests would be adversely affected by permitting 
the holding of directorships in more than one railroad. But that, 
they said, did not mean public or private interests, in the light 
of any possible point of view, but in the light of the objectives 
of the interstate commerce act. In support of that they cited 
the decision of the Supreme Court of the United States in New 
York Central Securities Corporation vs. United States constru- 
ing, as they said, a somewhat similar standard. In the opinion 
in that case the court said “the provisions now before us were 
among the additions made by the transportation act, 1920, and 
the term ‘public interests’ as used is not a concept without 
ascertainable criteria, but has direct relation to adequacy of 
transportation service, to its essential conditions of economy 
and efficiency, and to appropriate provisions and best use of 
transportation facilities, questions to which the Interstate Com- 
merce Commission has constantly addressed itself in the exer- 
cise of the authority conferred.” 

Whether any disadvantage might result from Mr. Mellon 
holding a directorship in a railroad and another in an industry 
they declared had no bearing on this matter, a fact shown by 
several considerations, they said. In confirmation af those con- 
siderations the brief points out that if Mr. Mellon were to 
resign his directorships in common carriers the Pennsylvania 
could elect him to its board without the necessity for any appli- 
cation to the Commission, irrespective of his present director- 
ships and interests in banking and industrial companies and 
irrespective of the extent to which such directorships and inter- 
ests might be increased. That demonstrated, the writers of the 
brief believed, that Congress did not intend the Commission’s 
power as to interlocking directorships between railroads to per- 
mit it to lay hold of relationships which otherwise it was with- 
out authority to control. The brief writers said it was under- 
stood that that had been the Commission’s view, at least until 
recently when its questionnaire was expanded to include in- 
quiries as to interests in corporations other than those subject 
to the interstate commerce act. 

The brief called attention to the fact that no opposition to 
Mr. Mellon holding the directorship had come from any quarter 
but that the cross examination by the Assistant Director of the 
Bureau of Inquiry was directed to suggesting the possibility that 
in certain situations there might be a conflict of interest which 
might influence Mr. Melon to utilize his position for ulterior 
purposes. It said that if there were such a probability it would 
be reasonable to have expected some evidence of what took 
place in that regard while R. B. Mellon, father of the ap- 
plicant, was on the board of the Pennsylvania. But they added 
no such evidence was forthcoming, doubtless for the very good 
reason that it did not exist. 


PACIFIC CAR DEMURRAGE » 
The report of the Pacific Car Demurrage Bureau for Janu- 
ary, 1934, shows 6,796 cars held overtime—a percentage of 05.34 
—as against 5,276 cars—a percentage of 05.63—in January, 193». 
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COORDINATOR REPORT ON REGULATION 


The Trafic World Washington Bureau 


Legislation for the regulation by the Commission of high- 
way and water carriers, as well as miscellaneous additiona: 
amendments to the interstate commerce act, were recommended 
py Coordinator Eastman in his second report, transmitted March 
10 to the President and Congress, by the Commission. The 
Commission approved the Coordinator’s recommendations. Chair- 
man Lee and Commissioner McManamy, however, did not ap- 
prove of any change in the fourth section of the act. The Co- 
ordinator and the Commission recommended that the fourth sec- 
tion be restored to the form which it had prior to the enactment 
of the transportation act of 1920, when the “reasonably com- 
pensatory” provision was added. 

The miscellaneous amendments recommended would enable 
the Commission to prescribe minimum as well as maximum 
joint rail-water rates, and to establish through railroad routes 
where deemed necessary in the public interest, regardless of 
the short-hauling of any carrier; to include ports and gateways 
in the protection of section 3 against undue preference and 
prejudice; to shorten the statutory periods of limitation with 
respect to reparation claims to one year, in the case of over- 
charges and undercharges, and to ninety days in the case of 
all other claims. 

The motor carrier bill proposed by the Coordinator is based 
largely on the Rayburn bill, on which hearings were recently 
held by the House committee on interstate and foreign com- 
merce, though the Coordinator said the two bills differed in 
several important respects. He said both proposed compre- 
hensive regulation of the common carrier, a much less com- 
prehensive type of regulation of the contract carrier, and no 
regulation of the private carrier. 

The proposed water carrier bill provides for a comprehen- 
sive system of regulation. It proposes control over minimum 
rates and entrance into and tonnaging of routes, and publica- 
tion of and adherence to rates and charges. It deals with com- 
mon, contract, and private carriers on different bases. 

The Commission’s letter, signed by Chairman Lee, trans- 
mitting the second report of Coordinator Eastman to the Presi- 
dent and Congress, follows: 


Pursuant to law, we have the honor to transmit h i 
ther recommendations and a r Feder Go. 
ordinator of textielien, eport thereon from the Federal Co- 

le coordinator’s present recommendations fall i - 
eral classes: (1) A bill for the regulation of motor oe a 
bill for the regulation of water carriers; and (3) bills proposing 
miscellaneous additional amendments to the interstate commerce act 
_ In our judgemnt the enactment into law of the first two bills 
: imperatively necessary under present conditions, and the bill marked 
= 1 in Appendix H should be considered in connection therewith 
or the reasons indicated in the coordinator’s report. If, on account 
of pressure of time, the Congress should find it impossible or im- 
practicable to undertake to enact into law all three classes of pro- 
oot con” tei ig oe that precedence be given to the 

st two, : e bill in i - i 
— ‘recommend unanimously. ppendix H above-mentioned. These 

rough our legislative committee we have heretofore expres 
approval of H. R. 6836, relating to the regulation of here sie = 
known as the Rayburn bill, and have submitted certain suggestions 
intended to improve it. The bill now submitted by the coordinator 
differs slightly from the Rayburn bill. However, the changes sug- 
gested by the coordinator are in line with our suggestions to Chair- 
me Soe, oie we believe still further improve that bill. 

- are also unanimous in recommending the third cla is- 
lation, with the exception that Chairman ia and (tn on Mealy me 
ov wl do not concur in any amendment relating to the fourth 

While we are required to comment only on the recommendations 
of the coordinator, we can not refrain from commending to your 
careful consideration his excellent discussion of the many situations 
associated with his recommendations. His analysis of the contempo- 
rary situation is illuminating. 


Synopsis of Report 


The following synopsis of the report was issued by the 
coordinator: 


The second report of the coordinator discusses the need for 
federal legislation to regulate the transportation agencies other 
than the railroads and to promote the proper coordination of all 
means of transport. It also considers whether and to what extent 
the regulation of the railroads should be relaxed. The conclusion 
1S reached that both the water lines and the motor trucks and busses 
should be brought under a greater degree of regulation; that the 
aim should be to obtain a well knit national transportation system, 
with each form of transportation playing its appropriate part with 
a minimum of waste and duplication; and that to achieve this end 
federal regulation should be coordinated in the hands of the Interstate 
-ommerce Commission. Facts with respect to the air carriers and 
the pipe lines are presented, but without recommendatons as to 
egislation. All of the proposals of the railroads for relaxation of 
their regulation are analyzed and most of them are rejected, but 
it is proposed to restore the fourth section of the interstate commerce 
_ to the form which it had prior to the 1920 legislation, and to give 
ess latitude in the filing of reparation claims. 
mn The coordinator is studying whether and to what extent the 
mae forms of transportation are receiving an actual or virtual 
~ lic subsidy and, if so, what should be done about it. So much 
ntensive research has been required, however, that this subject is 


The Traffic World 


PAGE 499 





reserved for a subsequent report. Labor conditions will also be dis- 
cussed later, and there will be further consideration of the protec- 
tion of the public safety and convenience in the use of the high- 
ways. 

At the outset of the report, it is shown that between 1920 and 
1932 at least 25 billions of capital went into the development of trans- 
portation facilities in this country. About as much was spent in 
one way or another on other forms of transportation as had been 
invested in the railroads up to 1920. Since that year, however, the 
railroads have increased their investment by nearly one-third. This 
enormous increase in transportation facilities has led to a bitter 
struggle for traffic, not only between the different forms of trans- 
portation but within each group, and this struggle has been intensi- 
fied by the depression. This situation imperils the financial stability 
of the national transportation system, threatens wages and working 
conditions, and creates a demoralization in rates and charges which 
in the long run is a menace to commerce and industry. 

The view that something should be done about this_ situation 
has continually gained in strength and is now commonly held. There 
are, however, two schools of thought. One is that the other agencies 
of transportation should be brought under federal regulation to much 
the same extent as the railroads. The other is that the thing to do 
is to let down the bars of railroad regulation. 

The report finds that the experience of the past, not only with 
the railroads but with all industry, and not only in this country but 
in other parts of the world, shows which course to take. In the 
early days of railroads we relied upon free competition as the 
means of public protection, and the result was bankrupt and unsafe 
railroads, bad labor conditions, flagrant favoritism in rates with 
the benefit going to the big shipper and to the big community, and 
an uncertainty and instability which demoralized business. Public 
regulation was imposed quite as much to cure the ills of _unre- 
strained competition as to curb the exactions of monopoly. Of late 
the country has begun to discover that competition can also require 
restraint in industries which were not supposed to be affected, like 
transportation, with the public interest. 

The conclusion is reached that the entire transportation indus- 
try, including the other agencies as well as the railroads, is in 
need of the onens hand of government control if a threatening 
chaos is to be transformed into order; and this is the conclusion that 
has been reached quite generally in other countries. The object of 
such control is not the protection of the railroads only, but the 
proper protection of every form of transportation. They all have 
their parts to play, for each of them can do certain things better 
than any other agency. The problem is to find their appropriate 
functions, protect them in the performance of such functions, pre- 
vent wasteful duplication of service without eliminating such 
competition as is economically sound, and promote a system of 
stable rates which will reflect the lowest cost of good service but 
afford the necessary foundation for credit. It is too much to expect 
that all of the present facilities of transportation in each group 
can survive, for there are many which are now without economic 
justification, but out of the present confusion and waste a sound 
and well coordinated system of transportation can be_ built. 

The agency to achieve this result is believed to be the Inter- 
state Commerce Commission. If transportation is to be coordinated, 
regulation must be coordinated, and the Commission is the natural 
and appropriate agency for that purpose. It has been in existence for 
nearly half a century, and few governmental bodies have stood the 
test of time as well. No other agency has the organization or the 
necessary experience. The regulation proposed will have the best 
chance of success in its hands. ; 

Conditions in the water carrier industry are described in detail, 
including coastwise and intercoastal operations and those on the 
Great Lakes and inland waterways. While there has been some pub- 
lic regulation of water carriers, it has been incomplete and ineffective. 
The routes are over-tonnaged, there is much cutthroat competi- 
tion, the carriers have for some time been in poor financial condi- 
tion, much of their equipment is old, and they lack funds for re- 
placements. Sentiment in favor of greater public regulation has 
grown within the industry and among those whom it serves. It is 
particularly needed to control entrance into the business, prevent 
demoralization in rates, protect the common carriers against unfair 
competition from contract carriers and even more from boat lines 
controlled by industries, and promote coordination with other forms 
of transportation. 

Conditions in the motor carrier industry are also described at 
length. It is shown that trucking is disorganizd and much of it 
is in an economically unsound condition. The small scale of opera- 
tions, the ease of entering the business, and the presence of three 
highly competitive types of operators (the common carrier, the con- 
tract carrier, and the private carrier) are the reasons. There are 
thousands of little operators, with a very few trucks or even a 
single truck. Many of the truckers are poorly trained and inade- 
quately financed, and some are irresponsible. Too often rates have 
been demoralized by operators with little knowledge of costs or driven 
by sheer financial necessity to quote rates known to be unremunera- 
tive. The financial depression has drawn many unemployed into 
the busiriess, has made many second-hand trucks available at low 
prices, and has demoralized labor conditions. The bus industry is 
better organized, but is far from prosperous. 

The motor trucks fili a need for expeditious, frequent, and spe- 
cialized short-haul service which the railroads were unable to meet. 
For some time the railroads were not greatly concerned by this 
competition and took few steps to meet it. With the improvement 
of the trucks and the tremendous expansion of hard-surface high- 
ways, the number of operators and the range of their operations 
greatly increased. They were helped by the railroad rate structure, 
which recognizes value as well as cost of service, with the result 
that the higher-valued commodities and the shorter hauls pay higher 
rates, relatively, than the lower-valued commodities and the longer 
hauls. If fixed on a strict cost basis, it is probable that many of 
the rates would be higher than they now are and many others would 
be lower, some of them much lower. The country has in general ap- 
proved this method of making railroad rates, believing that it tended 
to place the burden where it could best be borne, and much the same 
method has been followed all over the world. However, it favored 
truck competition, since it made the traffic vulnerable on which the 
relatively higher rates are charged. 

The railroad response to this competition was tardy, but the 
tendency toward drastic and widespread reductions in railroad rates 
is now so pronounced that it is causing serious concern to the 
truckers. In making these reductions, the railroads proceed on the 
theory that any rates necessary to regain traffic can be justified, 
if they more than cover “out-of-pocket’’ expense. Having no non- 
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competitive traffic to furnish reserve strength, the trucks cannot 
apply that theory as fully or as effectively as the railroads, and the 
same is true of the busses and the water lines. However, the trucks 
have continued to gain traffic, so that it is estimated that in 1932 
their traffic was about 44 per cent of rail in terms of tons originated, 
and 12.7 per cent in terms of ton-miles. This understates the effect 
of their competition, because the railroads have lost much revenue 
to traffic which they carry at reduced rates made to keep or regain 
traffic. All told, the losses to rail and water carriers probably amount 
to seevral hundred millions of revenue per year. 

Intercity busses are estimated to have performed 37.1 per cent 
as much service in 1932, measured in passenger-miles, as the rail- 
roads. However, the railroads have lost much more trafftc from the 
private car than from the bus. For some time they made little 
effort to improve their service or lower their rates, but now they 
are beginning to develop radicaliy new equipment and service, and 
are cutting passenger fares drastically. These developments have 
greatly alarmed the bus operators. 

Coordination between the railroads and the motor vehicles has 
not gone very far, but is increasing. Many of the railroads have 
gone extensively, through subsidiaries, into truck and bus opera- 
tion, and are using the new means of service as a substitute for 
or to supplement their rail service. The facts in regard to this de- 
velopment are presented at length in an appendix. The opportuni- 
ties for desirable coordination are very great. 

The report contains a statement in regard to experience in other 
parts of the world, which is amplified in an appendix. The situation 
is much the same there as here. The present tendency is in two 
directions. The railroads have discovered that drastic regulation of 
trucks is not a cure for their own troubles, and are turning their 
attention to improvements in their own equipment and service, and 
to the readjustment of their rates. This movement has gone farther 
in some countries than here. On the other hand, the public au- 
thorities are directing their attention to the coordination of all of 
the transportation agencies. 

The public interest in transportation is summarized as requir- 
ing. (1) A minimum of outright dmuplication of facilities or serv- 
ices; (2) a transportation system which is well organized and func- 
tions in an orderly, dependable way, rather than one which is un- 
stable, uncertain, and a breeder of discriminations; (3) responsibility, 
in both a narrow and a broad sense; and (4) financial stability and 
good credit. 

The very extensive efforts of the states at motor carrier regula- 
tion are described, and amplified in an appendix. It is also shown 
that public opinion in favor of federal regulation has been steadily 
increasing, and that now the need for such regulation is virtually 
conceded within the industry itself, as shown by its attitude toward 
the NRA codes. : 

The most serious argument against federal regulation of motor 
carriers is found to be the question of practicability, owing to the 
multitude of small operators. This question is discussed at length, 
the state experience is analyzed, the possibility of help from the 
industry itself is considered, and the conclusion is reached that 
while many difficulties will be encountered, they are not insur- 
mountable, and the experiment ought to be tried. 

The public effects of regulation are also discussed. It is found 
likely that it will somewhat lessen the flexibility of truck operations 
and set up requirements which small or poorly financed operators 
will be unable to meet. But it will produce benefits which will more 
than compensate, by promoting a more orderly conduct of the busi- 
ness, lessening irresponsible competition and undue internal strife, 
encouraging the organization of stronger units, and otherwise en- 
abling the industry to put itself on a sounder and more generally 
profitable basis. It will help the common carrier particularly. 

Some shippers will lose the unreasonably low rates and the 
privilege of driving hard bargains which they have enjoyed, but all 
will gain the advantages of fair, known, and stable rates. The 
smaller shipper will in particular be helped. Public advantage will 
also result from the opportunities which regulation will create for 
coordinating rail, water, and motor services. 

While railroads should be permitted to use trucks and busses 
freely in connection with their rail service, there appears to be no 
present need for encouraging a movement toward absorption by 
them of truck, bus, and water operations. Railroad credit condi- 
tions permit of no such movement at the present time, and a more 
or less independent development of the rival agencies for the present 
is desirable. . : 

Regulation of the motor carriers will improve railroad conditions 
by stabilizing competition and preventing much duplication and waste. 
However, it is stated that such regulation is not to be regarded as 
a panacea for railroad ills. The railroads have spent too much 
time and attention on plans for the restriction of their competitors 
and too little on the development and improvement of their own 
service and the readjustment of their own rates. It is from self- 
help that they have most to gain. Included in railroad self-help 
is the proper utilization as an adjunct of rail service of all other 
means of transportation. These other agencies cannot be legislated 
out of existence; they perform useful public functions; and they are 
here to stay. ‘ 

In another chapter, the means of regulation is discussed. The 
NRA codes have provided some means for the federal regulation 
of other agencies, but it is pointed out that such regulation is on 
a témporary, emergency basis; that it is largely industrial self- 
regulation; that it is not well adapted for use where serious con- 
flicts of interest between the industry, other industries, and the 
general public are involved; nor is it adapted to the proper coordi- 
nation of all forms of transportation. It is found that the Interstate 
Commerce Commission is the natural and logical agency, well or- 
ganized and trained by experience for such coordinated regulation. 
The practical objections which have been raised to regulation by the 
Commission are discussed, including the contentions that it has too 
much work now, that it is ‘“railroad-minded,”’ that it would use 
railroad rates as a pattern for the rates of other agencies; and that 
its procedure is too bureaucratic and cumbersome. The conclu- 
sions are that these objections are not valid. 

The next chapter discusses the two bills which are proposed as 
new parts of the Interstate Commerce Act, one for the regulation 
of the water carriers and the other for the regulation of the motor 
earriers. The differences between the latter and the Rayburn Dill 
are noted and explained. 

Short chapters discuss conditions with respect to the air carriers 
and the pipe lines, but no recommendations are offered for the 
present. 

The remainder of the report is taken up with a discussion of 
the various proposals of the railroads for relaxation of their regula- 
tion. The more important of these are conditioned upon the as- 
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sumption that no further regulation is imposed upon their competi- 
tors, and are plainly offered for tactical reasons. No changes are 
recommended, except in the case of the fourth section, which pro- 
hibits the charging of lower rates for a longer haul than for a shorter 
haul over the same line or route in the same direction, and in the 
case of the present provisions with respect to reparation. These 
proposals are all analyzed, however, at length and with care. A few 
other changes in the interstate commerce act are considered, and 
two of these are recommended. 

Attached to the report are several voluminous appendixes, for 
consideration and reference by those who desire a detailed presenta- 
tion of the facts. Owing to their volume, these appendixes are not 
in the mimeographed edtition of the report which is now being 
issued, except three which present the proposed bills. All will be 
available, however, when the report is printed. 


Recommendations 


Coordinator Eastman said the recommendations of the 
report might be summarized as follows: 


: The recommendations of the report may be summarized as fol- 
ows: 

(1) Enact the legislation for the federal regulation of the water 
carrier industry which is set forth in the bill herewith submitted 
as appendix F. 

(2) Enact the legislation for the federal regulation of the motor 
carrier industry which is set forth in the bill herewith submitted as 
appendix G. 

(3) Enact the legislation for the amendment of the present inter- 
state commerce commerce act which is set forth in the four bills 
herewith submitted as appendix H. These bills would: 

(a) Enable the Commission to prescribe minimum as well as 
maximum joint rail-water rates, and to establish through railroad 
routes where deemed necessary in the public interest regardless of 
the “short-hauling’’ of any carrier. 

(b) Include ports and gateways in the protection of section 3 
against undue preference and prejudice. 

(c) Restore the fourth section to the form which it had prior 
to the legislation of 1920. 

(d) Shorten the statutory periods of limitation with respect to 
reparation claims to one year in the case of overcharges (and under- 
charges) and to 90 days in the case of all other claims. 

The recommendations marked (1), (2) and (3) (a) above should 
be considered together and are of the most pressing importance. 
The others may be considered separately. 


The proposed water and motor carrier bills recommended 
by the coordinator were outlined as follows by him: 


_ The water carrier bill. The water carrier bill which accompanies 
this report — a F is intended to meet, so far as_ possible, 
the needs hereinbefore indicated. Through the control which it pro- 
poses Over minimum rates and entrance into and tonnaging of 
routes, and the clearcut distinctions which it establishes between 
the three types of water carrier, it aims to stabilize the industry and 
improve the service rendered the public. The carriers must publish 
and adhere to their rates and charges, undue discriminations be- 
tween shippers will be prohibited, and the basis will be laid for a 
better coordination of water with rail and motor facilities. The in- 
dustry will be enabled to put its affairs on a sounder basis, without 
sacrifice of any of its essential attributes. 


The provisions of the proposed bill apply to transportation of 
passengers and property wholly by water from one state or terri- 
tory to another, or from one point to another’in the same territory, 
whether such transportation be wholly within the United States, or 
by way of a foreign port or water, or the high seas. The regulatory 
authority is given power tg determine how far operations in inter- 
state commerce within the confines of harbors and the operation of 
small craft shall be subject to the act. 

It is proposed to vest the power of regulation in the Interstate 
Commerce Commission and to designate the bill as part II of the 
interstate commerce act. The Commission’s present jurisdiction over 
water carriers under the present act (which is to become part I) 
is not disturbed. Jurisdiction over foreign commerce and over com- 
merce between the United States and its possessions will remain 
with the Department of Commerce. 

However, as there is a close relation in some instances between 
interstate transportation, as defined in the proposed bill, and trans- 
portation to and from the ports of other nations, the competition 
of whose shipping may directly and seriously affect the commerce of 
the United States, the bill provides that relief, to meet such com- 
petition, may be granted to domestic water carriers through relaxa- 
tion of regulation. Thus, such relief might be necessary in connection 
with the competition between ships of the United States and those 
of Canada in the Great Lakes trades. 

_ Describing, first, the regulation of common carriers by water, 
which is proposed. Sections 204-207 correspond, so far as they apply 
to common carriers, with similar provisions in the present Inter- 
state Commerce Act and require that rates, fares, charges, classi- 
fications, and practices shall be just and reasonable, and shall cause 
no undue or unreasonable preference or advantage or undue or un- 
reasonable prejudice or disadvantage. It is provided, further, that 
all tariffs shall be published, filed, and posted, and strictly adhered to. 
Rates are to be changed only on 30 days’ notice, unless the Corm- 
mission approves of change on shorter notice. Rate changes are 
to be subject to suspension pending investigation by the Commission. 
Upon suspension or somplaint or on its own initiative, the Commis- 
sion may investigate the reasonableness of any rate, charge, or prac- 
tice, and determine the lawful maximum or minimum, or maximum 
and minimum, rate or charge or the lawful practice thereafter to 
be observed. 

It is made the duty of common carriers by water to enter into 
arrangements for reasonable through routes and joint rates and to 
make just, reasonable, and equitable divisions thereof. The Com- 
mission is authorized to establish through routes and joint rates and 
to determine the reasonableness of the divisions of any joint rate. 
Through routes and joint rates between water and rail carriers will 
continue to be subject to the provisions of the present Interstate 
Commerce Act. Through routes and joint rates between water and 
motor carriers are provided for in the motor carrier bill which ac- 
companies this report in Appendix C. 

To prevent overtonnaging of routes and to stabilize operations 
and rates, the bill provides in Section 210 that common carriers by 
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water Shall obtain a certificate of public convenience and necessity 
pefore beginning or extending their interstate operations. Appli- 
cants for certificates must show proper fitness or ability to perform 
the proposed service and adequate responsibility. Certificates will 
be issued to carriers meeting the foregoing requirements, provided 
the service proposed to be rendered is or will be required by the 
present or future public convenience and necessity. Common car- 
riers in bona fide operation in 1933 may be granted certificates with- 
out a Showing of public convenience and necessity, if they apply 
therefor within 90 days after passage of the Act and show proper 
qualifications for performing the service. Certificates may 
amended, suspended, or revoked, in whole or in part, because of 
financial irresponsibility or for failure to comply with any provi- 
sions of the Act or regulations made thereunder. They may be 
transferred upon approval by the Commission. 

The powers conferred on the Commission by Section 215 are 
intended to give it adequate control over the unification of common 
carriers by water. Where any such consolidation merger or acqui- 
sition of control is authorized, relief is granted from the operation 
of the “antitrust laws.’’ No change is made in the provisions of 
the Panama Canal Act (now a part of the Interstate Commerce Act) 
with reference to railroad ownership or control of water carriers. 

By Section 216 the provisions of Section 20a of the present In- 
terstate Commerce Act with reference to issuance of securities are 
made applicable to common carriers by water where the par value 
of the outstanding securities and of those to be issued aggregates 
more than $500,000. 

Section 214 prohibits the transportation by a common carrier by 
water of any commodities which it owns in whole or in part or 
which are owned in whole or in part by any person or corporation 
directly or indirectly owning, controlling, managing or operating such 
carrier, except such commodities as may be necessary for the use 
of the carrier in the conduct of its business. The provision is 
broader in scope than that contained in Section 1 (8) of the present 
Interstate Commerce Act, but no more so than is necessary to pre- 
vent an industry owned or affiliated carrier from having an undue 
advantage over carriers which must furnish the general public with 
transportation. An industry may continue to own and operate boats, 
but they may not also engage in carriage for hire. 

; Section 208 combines in a modified form the provisions of Sec- 
tion 5 (a) of the Interstate Commerce Act and Section 15 of the 
Shipping Act, 1916, with reference to pooling and other operating 
agreements. Its purpose is to preserve to carriers subject to the Act 
some measure of the benefits of cooperative action under the ‘“‘con- 
ference’ plan, sanctioned by the Shipping Act. The privileges thus 
conferred are similar to those granted to railroads and water carriers 
subject to the Interstate Commerce Act. 

Section 222 applies to common carriers by water substantially 
the same provisions with respect to the collection of rates and charges 
as are contained in the present Interstate Commerce Act. 

_ In the case of contract carriers by water, the Commission is 
given general power to supervise their operations but less compre- 
hensive regulation is proposed than that provided for common car- 
riers. The principal objective is that of preventing unjust discrim- 
inations or preferences, and unfair and destructive competition with 
ecmmon Carriers. 

_ The contract carrier, as defined in Section 202, includes all car- 
riers for hire which are not common carriers or which are not owned 
or controlled or affiliated with an industry and engaged exclusively in 
the carriage of the products or goods of such industries. Carriers 
o fthis latter type are included in the definition of private carrier. 

_ By Sections 206-207 the charges and agreements of contract car- 
riers by water are regulated to the extent that they are required 
to be filed, posted and adhered to, unless modification theerof is ap- 
proved by the Commission. The Commission may prescribe the mini- 
mum charge and other terms of transportation upon a finding that the 
operations of any contract carrier or the terms or conditions of its 
charter, contract, or agreement result in undue discrimination, pref- 
erence, or prejudice or otherwise contravene the public interest. The 
minimum charge or other conditions so prescribed shall be such as 
to give no advantage or preference to the contract carrier in compe- 
tition with the common carrier by water, except to the extent, if 
any, and in such manner as may be just and reasonable and con- 
sistent with the public interest. The Commission may prescribe the 
kinds of commodities which contract carriers may transport in in- 
terstate commerce. 

By Section 210 the proposed bill requires contract carriers by 
water to obtain permits to operate, which the Commission shall 
issue upon application and a proper showing of fitness and qualifi- 
cations to perform the service and that the operations proposed will 
not contravene the public interest. Such permits are subject to 
suspension or revocaticn for cause and may be transferred upon the 
Commission’s approval. Any carrier in operation in 1933 may apply 
for a permit within 90 days after passage of the Act and continue 
operations pending the Commission’s order to the contrary. 


Private carriers, as defined above, are required by Sections 211 

and 217 only to register and make such reports as the Commission 
may require. They are prohibited from engaging in common or 
contract operations and are subject to penalties for violations of 
any provision of the Act or regulation thereunder which is applicable 
to them. The limited regulation proposed will enable the Commis- 
Sion to keep itself informed of the character of the operations of 
such carriers and to prevent their encroachment upon the business 
of common or contract carriers. 
. Common, _contract, and private carriers are required by Section 
209 to file with the Commission within 60 days after the effective 
date of the Act a written statement of their operations and such 
other information as the Commission may require. The purpose of 
this provision is to establish the identity of the carriers subject to 
the Act and the general nature of their operations. 

By Section 212 a carrier may hold a certificate, a permit, or a 
registration, but not more than one kind of such authorization. This 
provision is intended to prevent the operation of ‘fighting’? ships or 
~— a of oer th competition —— carriers. 

n Section the terms ‘“‘facilities’’ and “transportation” 
broadly defined to include all special services auxiliary to ‘ener 
tation by water and all facilities used in connection therewith. 

_The Commission is authorized by Section 217 to require annual, 
Periodic, or special reports from all water carriers engaged in inter- 
State transportation and may prescribe the forms of any and all 
accounts, records, and memoranda to be kept by such carriers. It is 
— access at all times to all such accounts, records, and mem- 
ania. An additional provision enables the Commission to require 
he filing of copies of charters or contracts covering the leasing, use, 
or operation of vessels or other facilities. 
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In general, the procedure for administration of the act and en- 
forcement of its provisions, covered by Sections 219-221, is the same 
as that now followed in the administration of the Interstate Commerce 
Act. Various pen&lties are provided for failure to conform to the 
provisions of the act or to any regulations made under the terms 
thereof. A special provision authorizes the Secretary of the Treasury 
to refuse a clearance to any vessel, the master owner or officer of 
which refuses to accept freight or cargo of any shipper when tendered 
in good condition, provided space is available on such vessel for 
such cargo. This provision is substantially the same as that in 
Section 36 of the Shipping Act, 1916. 


Motor Bill 


The Motor Carrier Bill—The motor carrier bill which accom- 
panies this report in Appendix G is based largely on the Rayburn 
bill, now under consideration by Congress. In the preparation of the 
proposed bill consideration has been given to amendments to the Ray- 
burn bill proposed by the Interstate Commerce Commission, and by 
the state commission representatives and others who appeared at 
the hearings held by the House Committee on Interstate and Foreign 
Commerce. 

The two bills differ in several important respects, which will be 
hereinafter indicated. Both propose comprehensive regulation of the 
common carrier, a much less comprehensive type of regulation of 
the contract carrier, and no regulation of the private carrier. How- 
ever, Section 325 of the proposed bill authorizes the Commission to 
investigate and report to Congress upon the need for federal regula- 
tion of the sizes and weights of all motor vehicles operating in in- 
terstate and foreign commerce, and of the qualifications and max- 
imum hours of service of employes, this investigation to cover private 
as well as for-hire carriers. The Rayburn bill contains no provi- 
sion respecting these matters, except that it provides for regulation 
of the qualifications and hours of service of the employes of com- 
mon and contract carriers. While the inquiry made by the Coordi- 
nator’s staff indicates a possible need for these forms of federal 
regulation, the subject is one which may appropriately be postponed 
for fyture consideration. 

The proposed biil is drawn to become Part III of the Interstate 
Commerce Act. For convenience, the nature of the other differences 
from the Rayburn bill will be pointed out in connection with a brief 
section of section summary. 

Section 301 provides that the act shall be cited as the “Motor Car- 
rier Act,’’ a shortening of the title in Section 23 of the Rayburn bill. 

Section 302 declares it is to be the policy of Congress to foster 
and promote sound economic conditions among motor carriers a 
promote the public interest, to improve the relation of all carrief 
and coordinate their regulation, and to cooperate with the states 
in administering the act. It is in substitution for the provisions of 
Section 5 (c) of the Rayburn bill. 

Section 303 (a) contains definitions. That of “joint board’’ is not 
in Section 1 (a) of the Rayburn bill and those of interstate and 
foreign commerce and operation and of common and contract car- 
riers are somewhat different from those in that bill. The definition 
of “interstate commerce” has been changed to include the movement 
of passengers or property between points within the same states, but 
through another state, and also to include movement within a state 
in conjunction with interstate carriers by rail, water, or motor vehicle. 
The terms “interstate operation” and ‘‘foreign operation’ are simi- 
larly modified. The term “common carrier’ has been clarified by 
including all operators who transport passengers or property, or any 
class or classes thereof, for the general public, whether over regular 
or irregular routes. The term ‘‘contract carrier’? has been more 
specifically defined by indicating that only such carriers as engage 
in transportation through the means of special or individual con- 
tracts are to be so classed. In paragraph (12) the motor operations 
of forwarding companies are made subject to the act. Subsection 
(b) exempts intra-municipal and casual or occasional transportation, 
except as otherwise ordered by the Commission. : 

Section 304, which defines the general powers and duties of the 
Commission, does not include paragraph (5) of section 2(a) of the 
Rayburn bill, because the latter unduly restricts the power of the 
Commission to issue purely administrative orders, other than as to 
accounts and records, without a hearing. The constitutional require- 
ment of due process is an adequate protection for the carriers. The 
phrase ‘‘not inconsistent with the police powers of the states’’ in 
subsection (a) of the Rayburn bill also is omitted, as being unduly 
restrictive of federal action in the administration of matters over 
which the states have jurisdiction under the police power in the ab- 
sence of an assertion of federal authority. pe 

In order to facilitate the administration of the act and to utilize 
the knowledge of local conditions of state officials, section 305 of 
the proposed bill provides for reference to joint boards of substantially 
all matters of administration arising under the act. The reference 
of such matters is mandatory in all cases where not more than three 
states are involved, and is optional in all other cases. The proposed 
bill make possible a broader reference of matters to the joint boards 
than is provided for in section 3 of the Rayburn bill. 

A time limit of 45 days, subject to extension by the Commission 
for the decision of matters referred to the joint boards has been 
added. Recommendations of the joint boards are to become the 
orders of the Commission if, after 20 days, no exceptions are filed 
by the parties affected and no stay or postponement is made by the 
Commission. Provision is also made for the assignment by the Com- 
mission of one or more of its examiners to assist a joint board. 

The joint boards are to be composed of one member from each 
of the states affected. In the event a state fails to designate a mem- 
ber of such a board, the Commission is authorized to make the selec- 
tion. There are also special provisions with respect to appointments 
of the members of joint boards where a foreign country or less than 
three states are involved. 

The mandatory reference to joint boards of the states of matters 
brought before the Commission is regarded as an experimental provision 
to be retained only if it is found practical and useful, and to be re- 
pealed or amended if it proves unwieldy or results in friction be- 
tween the states. 

Section 306 requires interstate common carriers to obtain certifi- 
cates of public convenience and necessity. If adds a further proviso 
to section 4 of the Rayburn bill to the effect that an intrastate com- 
mon carrier need not obtain a federal certificate to engage in inter- 
— commerce between points within the state in which it op- 
erates, 

Section 307 provides for issuance of certificates to applicants 
found to be fit, willing ,and able to furnish the proposed service and 
whose services are or will be required in the present or future public 
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interest. Common carriers in operation on January 1, 1934, may 
secure certificates on application without showing public convenience 
and necessity. 

Section 308 provides for the designation of the routes and termini 
over or between which a common carrier may operate or the territory 
which it may serve under its certificate. There is added to section 
6 of the Rayburn bill a provision which authorizes the Commission 
to require service to intermediate and off-route points. This addi- 
tion is intended to enable the Commission to require a more complete 
discharge of the responsibilities of a common carrier. Subsection (b) 
authorizes the Commission to issue general rules covering occasional 
deviations from the routes and/or termini sepcified in the certificates. 
Such deviations may be necessary for reasons other than the re- 
quirements of state or local authorities. The Commission possibly 
will find it practicable to promulgate general rules or regulations 
— will obviate conflicts between the local authorities and the 
carriers. 

Section 309 provides that contract carriers shall secure permits 
to operate in interstate commerce. Before such permits are issued, 
applicants must show that they are fit, willing, and able to furnish 
the proposed service and that the service is not inconsistent with 
the public interest. This provision is the same as that of section 7 
of the Rayburn bill. However, in subsection (c) it is provided that 
a carrier may hold more than one type of authorization over the 
same route or in the same territory if, in exceptional cases, for good 
cause shown, the Commission determines that the holding of both 
a certificate and a permit is consistent with the public interest. 

Section 310 provides for the issuance of brokerage permits to 
insure responsibility of transportation agents or brokers and to lessen 
the present evils of brokerage in transportation. It is the same as 
section 8 of the Rayburn bill. 

Section 311 provides for the suspension or revocation of certi- 
ficates and permits for failure to conform to the terms of the act 
or regulations or orders promulgated thereunder. It also provides 
for changes in and transfers of such authorizations upon the approval 
of the Commission. These provisions are similar to those of section 
9 of the Rayburn bill. 

Section 312, somewhat similar to section 10 of the Rayburn bill, 
requires the Commission’s approval of any consoliation, merger, or 
acquisition of control of common motor carriers, whether with or by 
other such common carriers of other corporations, including railroads. 
It is more specific, although less restrictive, than the Rayburn bill, as 
to the kinds of consolidations, mergers, or acquisitions of control 
which may be approved by the Commission. Authorization by the 
Commission exempts the parties to such transactions from the op- 
eration of the ‘“‘antitrust’’ laws. 

Section 313 applies to common carriers by motor vehicle the pro- 
visions of section 20(a) of the present interstate commerce act with 
respect to the issuance of securities where the par value of out- 
standing securities and of those to be issued aggregates more than 
$500,000. There is no similar provision in the Rayburn bill. 

Section 314, like section 11 of the Rayburn bill, requires common 
and contract carriers to provide insurance or other security for the 
public. To avoid legal difficulties, a proviso is added exempting con- 
tract carriers from carrying cargo and passenger insurance. This 
proviso also requires surety bonds for common carriers to insure 
their accountabliity for C. O. D. shipments. 

Section 315 provides substantially the same regulation of rates, 
fares, and charges of common carriers by motor vehicle as is appli- 
cable to rail carriers. Such rates, fares, and charges are required 
to be just, reasonable, and nondiscriminatory. The Commission has 
the power of investigation and suspension and may prescribe the 
maximum and/or minimum rates, fares, or charges, after investiga- 
tion or upon complaint or on its own initiative. Provision is also 
made for through routes and joint rates, established voluntarily or 
by order of the Commission, between common carriers by motor 
vehicle and between such carriers and common carriers by rail and/or 
water. Section 12 of the Rayburn bill does not provide for joint 
rates. The proviso, contained in the Rayburn bill, which would de- 
prive the Commission of authority over intrastate rates to prevent 
unjust discrimination against interstate commerce, is eliminated. It 
is not regarded as highly important, however, that this proviso should 
be eliminated, for such authority could later be given to the Com- 
mission, if and when need therefor were shown. 


Section 316 provides substantially the same requirements as to 
filing, posting and observance of tariffs of common carriers as those 
for railroad tariffs. Changes in rates are to be made only on 30 
days’ notice unless, as in the case of the railroads, changes on shorter 
notice are permitted by special action of the Commission. The free 
or reduced rate provisions of Sections 1 (7) and 22 (1) of the present 
Interstate Commerce Act are made applicable to common carriers by 
motor vehicle. The Rayburn Bill limits such free or reduced trans- 
portation to employes of common carriers. 


Section 317 requires contract carriers to file and publish their 
schedules, or contracts, in the discretion of the Commission, and to 
apply not less than the minimum charges specified therein. Changes 
therein may not be made on less than 30 days’ notice, except by 
permission of the Commission. The Commission may prescribe mini- 
mum charges if, after investigation upon complaint or on its own 
initiative, it finds that the charges are unjustly discriminatory or 
otherwise contravene the public interest. This provision differs from 
Section 14 of the Rayburn Bill in that the Commission is not limited 
to considering the effect of such charges upon common carriers or 
their regulation. 

Section 318 applies to common carriers by motor vehcile the 
provisions of Section 20(11) of the present Interstate Commerce Act 
with respect to receipts or bills of lading. There is no similar pro- 
visions in the Rayburn Bill. 

Section 319 incorporates provisions, like those in the present 
Interstate Commerce Act, for the regulation of accounts and records 
and for inspection of facilities and records of common and contract 
searters. It is more specific than similar provisions in the Rayburn 


Section 320 is Section 16 of the Rayburn Bill. It provides for 
gical statutory agents for service of process, orders, and no- 
tices. 

Section 321, like Section 17 of the Rayburn Bill, defines offenses 
and prescribes penalties. Subsection (c) covering rebates is much 
broader than the corresponding section of the Rayburn Bill and is 
substantially similar to Section 10 of the Interstate Commerce Act. 
Subsections (d), (e) and (f) relating to disclosure of information by 
examiners or carriers and to the falsification of records are added 
to conform to the Interstate Commerce Act provisions. 

Section 322, like Section 18 of the Rayburn Bill, relates to the 
extension of credit and the liability for payment of rates and charges. 
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A sentence is added which makes the beneficial owner liable for the 
charges on shipments refused or abandoned at ultimate destinations. 

Section 323 relates to the powers of the states. Subsection (ph) 
of Section 19 of the Rayburn Bill is eliminated, because it conflicts 
with the definitions of interstate and foreign commerce stated in the 
proposed bill. A part of subsection (a) is eliminated as being unduly 
restrictive of Federal action in respect of matters over which the 
states have — under their police power in the absence of 
Federal regulation. as ; . 

Section 324 provides the Commission with authority to issue 
and require the display of identification plates by all common and 
contract carriers subject to the act. The Rayburn bill has no simi- 
lar provision. It will aid enforcement of the act. 

Section 325 provides for investigation and report to Congress 
of the need, if any, for federal regulation of the sizes and weights 
of motor vehicles and of the hours of labor of employes of all motor 
carriers and private carriers of property by motor vehicle. Section 
304 gives the Commission authority over the safety of operation and 


9 


equipment of common and contract carriers, as does Section 2 of 


the Rayburn bill. i $ ‘ih 

Section 326 relates to separability of provisions and is similar to 
Section 22 of the Rayburn bill. 

Unlike the proposed water carrier bill, the proposed motor car- 
rier bill contains no “‘commodities clause” or prohibition against the 
transportation by a motor carrier of its own property. Any private 
carrier, however, that wishes to engage in ‘‘for-hire’’ operations must 
obtain a certificate or permit and submit to appropriate regulation 
of such operations. Experience may show the need of a ‘‘commodi- 
ties clause” restriction, but it seems desirable to await the results 
of the regulation herein proposed before imposing further restraints 
upon the transportation of proprietary tonnage. 


Proposal of Railroads 


Although accepting the railroad thesis that other forms of 
transportation should be regulated Coordinator Eastman dis- 
cussed at length the railroad alternative proposal that there 
should be a relaxation of railroad regulation. He said that inas- 
much as the conclusions reached in his report favored the pro- 
posal that other forms should be regulated, it followed that the 
alternative, which, he said, would open the door to free and 
unrestrained competition, was precluded. Nevertheless, he said, 
there were those who favored such a plan and that it was well 
to consider what it would involve. Therefore he discussed the 
specific proposals of the railroads, which he thought evidently 
were taken largely for tactical reasons. 


Any plan of free and unrestrained competition in transpor- 
tation, the coordinator said, would be in the teeth of experi- 
ence. In the case of the railroads, he said, it was given a pro- 
longed trial and found wanting many years ago. 


“The results were bad for both the railroads and the coun- 
try,” he said. “The present tendency is to place competition 
under some measure of restraint in industry generally. Uncon- 
trolled competition in transportation would make rates and 
charges utterly unstable and undependable and invite much 
the same abuses as existed in the railroad ‘rebate’ days. It 
would intensify the financial demoralization of all classes of car- 
riers. It would be particularly dangerous, if indulged in by the 
railroads, because there is still a considerable volume of railroad 
traffic upon which other forms of transportation do not en- 
croach. The tendency, as in the old days, would be to exact the 
last possible cent from such traffic and make rates on the com- 
petitive traffic low enough to stifle the competition. The other 
forms of transportation have no such reserves of non-competitive 
traffic to sustain their endurance.” 


Amendments to Sections 6 and 15 


Opposing changes in sections 6 and 15 proposed by the 
railroads, based upon the assumption that competing forms of 
transportation would not be regulated as the railroads were, 
Coordinator Eastman said that the great need of the country 
was for a stable and coordinated system of transportation. The 
way toward that goal, he said, was by the extension of the 
system of regulation as proposed in this report. Contrary results 
inconsistent with the public interest would be produced by the 
proposed amendment to sections 6 and 15. 

The proposal with respect to section 6(3) was a modifica- 
tion so as to enable railroads to make changes in their tariffs 
upon not less than five days’ notice to the Commission and com- 
peting carriers serving the points of origin of the traffic in- 
volved to meet competition of carriers not subject to the provi- 
sions of the proposed paragraph, upon affidavit of the chief 
traffic officer or tariff publishing agent that the changes, in his 
judgment, were necessary to meet such competition. ; 

An amendment to section 15(7) was to deprive the Commis- 
sion of power to suspend such affidavited tariff. Another amend- 
ment to section 15(1) would deprive the Commission of power 
to increase any rate in an affidavited tariff, by prescribing 4 
minimum rate. 

The proposed five days’ notice, the coordinator said, to be 
given by mail or telegraph only to the Commission and the 
competing rail carriers, in effect would be no notice at all. 

“Shippers, competing motor and water carriers and evel 
competing rail carriers serving the point of destination but 
not the point of origin would learn of the changed rate only 
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“Their 
sole redress would be complaint after the injury was done.” 
The coordinator pointed out that when certain railroads 
recently sought blanket authority to make reductions on one 
day’s notice to meet truck competition, protests were received 
from many shippers alleging that to grant such unrestricted 
authority would restore the conditions which existed when “mid- 


after it had gone into effect,” said the coordinator. 


night tariffs’ were the rule. Unquestionably, he said, many 
reductions in railroad rates had been made under the existing 
law for the ostensible purpose of meeting highway or water 
competition, either without adequate knowledge of the need for 
such reductions or for the actual reason of obtaining some ad- 
vantage over rival railroads. Proof of that, he said, had 
been developed in various cases before the Commission, as, for 
example, Apples and Pears from Oregon and Washington, 181 
I C. C. 579; Sand, Gravel and Crushed Stone, 188 I. C. C. 393, 
and I. and S. Nos. 3767 and 3785. The number of such cases, 
however, the coordinator said, was far less than it would be if 
the proposed changes in sections 6 and 15 were made effective. 
It was not a-difficult matter in these days, he added, to present 
the threat of truck competition as a reason for granting con- 
cessions to shippers whom it might be desired to favor. 

“The responses received from shippers indicate that many 
favor curtailing the statutory notice period, apparently so that 
the railroads may be able to meet motor truck competition more 
quickly,” said the coordinator. “It is evident, however, that 
they regard some substantial notice as necessary. A pertinent 
suggestion is made that the chief difficulty in changing railroad 
rates lies in the procedure of their rate associations, which 
often consumes as much as 100 days before a change can be 
made. As one shipper stated: ‘The difference between five and 
30 days is, considering the period of 100 days, a negligible 
amount of time, and the law already permits sixth section 
relief for the publication of rates on short notice.” 


In closing that feature of the discussion the coordinator 
said it seemed clear that such desire as existed for a change 
in the notice period was largely the result of the lack of regula- 
tion of the rates of the motor and water carriers and that if 
such regulation was imposed, as proposed, that desire would 
tend to disappear. 

Power of Suspension 


Repeal of the power of suspension to the extent proposed, 
the report said, would revive resort to the injunctive power of 
the courts. It was observed that the past cases in which in- 
junctions were obtained involved increased rates but it was 
suggested that since shippers or rival railroads might also be 
seriously injured by reductions, it was probable that the same 
doctrine would apply to such changes. Responses from ship- 
pers indicated, the report said, that many of them were inclined 
to favor some limitations on the power of suspension but that 
that opinion seemed to be predicated on the lack of regulation 
of motor truck competitors. The National Industrial Traffic 
League, the coordinator said, favored power to suspend com- 
petitive rates only after they became effective. Other important 
shipping interests, he said, believed that no change should be 
made in the present provisions. 


Speaking of the minimum rate power, involved in the pro- 
posed shortening of notice period and suspension of affidavited 
rates, the coordinator said the power had been used very spar- 
ingly, as the Commission had repeatedly said that it should be. 
Its very existence, he added, had had a very wholesome effect 
= it had operated as a deterrent to mere cutthroat competi- 
ion, 


“So far as the other transportation agencies are concerned,” 
said the coordinator, “the power of the Commission to fix 
minimum rates is the only protection which they have against 
destructive railroad competition, and their complaint now is 
that the Commission does not make sufficient use of this power. 
For reasons which have already been indicated, the railroads 
have an advantage, in any unrestrained warfare with their 
rivals over rates, in that they have a reserve of non-competitive 
traffic which the motor and water carriers do not enjoy. Re- 
sponses of shippers indicate a divided opinion upon the power 
to fix minimum rates, but it is clear that those who favor the 
abrogation of this power base their opinion largely upon the 
lack of regulation of the other transportation agencies.” 

“Tf any lessons are to be learned from history,” said the 
coordinator in concluding his discussion of proposals as to 
sections 6 and 15, “it must be plain that the adoption of the 
Proposals of the railroads for amendment of sections 6 and 15, 
coupled with failure to extend regulation to the other transporta- 
tion agencies, would precipitate the country into precisely the 
Same chaotic condition from which it sought rescue in the legis- 
lation which now takes the form of the interstate commerce act. 
It is clear, also, that the railroads are themselves aware of this 
fact and that these proposals are advanced for strategic reasons.” 
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Amendment of Section 3 


The railroads proposed to amend section 3 by adding a 
proviso to the effect that nothing contained in the section 
should be construed to prevent or prohibit a common Carrier 
from changing any rate, fare, charge or practice independently 
of claimed relationship with a rate, etc., where such change was 
necessary to enable it to compete with any agency of transporta- 
tion other than a railroad, whether or not subject to the inter- 
state commerce act, and with the further proviso that such a 
rate, fare, etc., should not be considered as the measure for any 
other rate, fare, etc. 

Responses from shippers, the report said, showed a divided 
sentiment on the subject, a majority favoring the change but 
usually coupling it with conditions that the rates established 
to meet competition should at least pay out-of-pocket costs 
and not burden other traffic. The desire, apparently, the report 
said, was to give the railroads a freer hand in meeting their 
now unregulated competitors, the favoring shippers being largely 
located at the larger places where such competition existed. The 
state commissions, truck operators and shippers in smaller 
communities opposed the change. The coordinator said the 
amendment would be a backward step. Undue preference or 
prejudice, he added, was an evil of first magnitude, as experi- 
ence had repeatedly and completely shown. 

“The judgment and discretion of the Commission in deal- 
ing with this matter should not be fettered,” said he. “In place 
of the retrograde movement proposed, progress should be made 
through regulation of the now unregulated competitors.” 


Amendment of Section 4 


With regard to section 4 the coordinator said his conclu- 
sions were that the section should not be repealed, that the 
amendments introduced in 1920 might well be eliminated, that 
the words “under substantially similar circumstances and con- 
ditions” should not be reintroduced, and that the section should 
take the form which it had prior to the 1920 amendments, He 
said it was important that the 1920 amendment marked in the 
report as (B) should be eliminated and that it was not important 
that the parts marked (A) and (C) should be eliminated. 

The part marked (B) is “that if a circuitous rail line or 
route is, because of such circuity, granted authority to meet the 
charges of a more direct line or route to or from competitive 
points and to maintain higher charges to or from intermediate 
points on: its line, the authority shall not include intermediate 
points as to which the haul of the petitioning line or route is 
not longer than that of the direct line or route between the 
competitive points.” The part marked (A) is the provision of 
the section establishing the reasonably compensatory standard 
for “relief” rates. The part marked (C) is that which says no 
such relief shall be granted on account of merely potential water 
competition not actually in existence, 


Restoration to section 4 of the words “under substantially 
similar circumstances and conditions,” according to the coordina- 
tor would make the section as “inefficacious” (the adjective used 
by the Supreme Court in Skinner & Eddy Corporation vs. United 
States, 249 U. S. 557), as it was prior to the Mann-Elkins act. 


“If it (the section) is to be nullified in this way,” said the 
report, “there is no merit in retaining section 4, for so amended 
it would add nothing to the law beyond what is contained in 
section 3 and the provision which empowers the Commission 
to fix minimum rates.” 

According to the historic recitals in the coordinator’s report, 
it was the decision of the Supreme Court of the United States 
in the so-called Troy case as to the meaning of the words “under 
substantially similar circumstances and conditions” that relieved 
the carriers from the necessity of asking for fourth section 
relief. The report said that after 1897, the Commission treated 
the section as if it did not exist because under the decision of 
the court it could not effectively call on the carriers to ask relief 
for the departures they desired to make from the long-and- 
short haul part of the section. 

In considering the question as to whether the fourth section 
should be retained the coordinator said it was well to have in 
mind facts in regard to the competition between the railroads 
and other transportation agencies. The fact emphasized by 
the railroads, he said, was that the other agencies were now 
free to a considerable extent to charge such rates as they saw 
fit. That, he said, was one side of the picture and this report 
recommended that it be changed. The other side, he said, was 
that the railroads as had been indicated had certain potent 
advantages in competing with other agencies, particularly the 
reserve of noncompetitive traffic such as the water lines did not 
have. He said that competition between the railroads and water 
lines at one time was very general and keen in the southeast- 
ern part of the country. The water lines were first in the field, 
but, he said, they were eventually almost completely driven out, 
except on the coast, by rail competition. It was the practical 
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nullification of section 4, prior to 1910, which made this pos- 
sible, he said. Very low rates were maintained by the railroads 
at water competitive points, and relatively very high rates at 
intermediate points which did not enjoy this competition. The 
competitive rates, the coordinator said, were often on a level 
which would have driven the railroads into bankruptcy, if it 
had been necessary to establish similar rates on all their traffic. 
The coordinator said that after the change in section 4 and 
because of the disappearance of the water lines, the Commis- 
sion gradually compelled a revision of rates in southeastern ter- 
ritory which had very nearly eliminated fourth section departures 
on direct routes. 

“This gave the inland water lines a renewed chance to 
operate, and they have returned to a considerable extent, more 
particularly on the Mississippi and Ohio rivers,” said the co- 
ordinator. “However, if the railroads were permitted to make 
competitive rates without restraint and regardless of the level 
maintained at intermediate, noncompetitive points, they prob- 
ably could drive the water lines out of business again. The 
same thing might happen, to a considerable extent, with the 
trucks.” 

So as to make it easier for him to answer the question as 
to whether section 4 should be retained, the coordinator divided 
the section into the three parts heretofore mentioned. He said 
it was anticipated at the first that the amendments of 1920 would 
create no difficulty in the administration of section 4, because 
they conformed to principles which the Commission had there- 
tofore undertaken in its own discretion to apply. Experience, he 
said, had shown that that was not altogether true. He said that 
the difficulty with respect to the reasonably compensatory amend- 
ment had been chiefly one of interpretation, the statute not 
having defined the words. He said that in the absence of the 
reasonably compensatory clause the Commission could be trusted 
to administer the statute in general harmony with the princi- 
ples set forth in the quotation from the Commission’s decision 
in Transcontinental Case of 1922, 74 I. C. C. 48, which, he 
said, were themselves in harmony with the spirit and intent 
of the entire act. 


The equidistant clause marked (B), the coordinator said, 
had given rise to even more difficulties in the administration of 
the section. He said the principle underlying the clause was 
one which the commission endeavored to apply in the administra- 
tion of the section prior to the insertion of the clause in 1920, 
and which it would in any event have continued to apply in 
order to avoid violations of sections (1) and (3). A meticulous 
application of this principle, as distinguished from a reasonable 
application created practical difficulties in the designing of rate 
structures and the publication of the rates in reasonably simple 
tariff form which were well nigh insuperable and ought by all 
means to be avoided. They had been avoided, the coordinator 
said, by a construction of the law which some of the commission- 
ers believed to be sound and others did not. 


“A gound conclusion,” said the coordinator, “is that the 
clause is unnecessary and undesirable and ought to be 
eliminated.” 


The clause marked (C), the coordinator said, had caused no 
difficulties, but embodied a principle which was followed in the 
administration of the section before the clause was inserted 
in 1920. No harm, he said, would result from its elimination. 
As to the views of shippers and others the coordinator said: 


The fourth section has from the beginning been a subject of bitter 
controversy. The support which it has received from certain sections 
and interests has bordered on fanaticism. Almost as strong views 
have been voiced on the other side. This division of opinion is still 
manifest, and it is evident that views are governed largely by con- 
siderations of self interest. Those who believe that repeal or modi- 
fication would give them lower railroad rates are on one side, and 
those who fear that it would result for them in higher rates or in a 
lessening of the advantage which they now enjoy over their com- 
petitors are on the other side. 

On the whole, sentiment favors modification or repeal. Of the 
important responses on the question filed with the Coordinator, 82 fa- 
vored some modification, 46 favored repeal, and 47 were against any 
change. Among those favoring repeal are the National Industrial 
Traffic League, the American Newspaper Publishers Association, the 
Pennsylvania State Chamber of Commerce, the Detroit Board of 
Commerce, the Chicago Tribune, Montgomery Ward & Company, the 
Coluntbian Rope Company, and the Cadillac Motor Car Company. 
Among those favoring modification are the United States Chamber 
of Commerce and the Railway Business Association. The American 
Farm Bureau Federation favors a rigid section permitting no depart- 
ures from the long-and-short-haul clause, and the National League 
of Commission Merchants is in favor of a greater degree of rigidity. 
These are merely illustrations of the diversity of view. 


Rail Ownership of Water Lines 


With regard to the proposal of the railroads to have three 
paragraphs of section 5 of the interstate commerce act which 
were enacted in 1912 as a part of the Panama Canal act re- 
pealed so that railroads might again own and operate water lines 
the coordinator said there was no good reason railroads should 
not be permitted to own and operate a water line as an exten- 


The Traffic World 


Vol. LIII, No. 11 


sion of its rail service where public convenience and necessity 
was shown and ho question of competition was involved. He 
added that the law now permitted such ownership and opera- 
tion. He said there were no doubt situations where railroad 
ownership of water lines was consistent with the public in. 
terest. The general public approval in New England of the own. 
ership of Long Island Sound lines by the New Haven was evi. 
dence of that fact. However, he said, railroad operators were 
educated in rail rather than water transportation, and the two 
businesses were quite different in important respects, 

“So far as operation through the Panama Canal is con. 
cerned,” said the coordinator, “the prohibitions of the Panama 
Canal act were wise. The railroads had no incentive for develop. 
ing that water route, and if they had been permitted to operate 
ships over it, their tendency, in the days of their financial 
strength, would have been to get rid of troublesome competitors 
by buying them out. Now that operations through the Panama 
Canal have been developed, there might be less danger in allow- 
ing the railroads, under strict Commission control, to enter this 
trade. And no doubt there would be even less danger, so far 
as certain other water operations are concerned. The fact is, 
however, that all of the water routes are over-tonnaged, and the 
railroads have no credit to spare to enable them to acquire water 
carriers which are now in operation. Whatever credit they 
may have for some years to come can be better employed in 
other directions. There is also a question whether such owner- 
ship would not intensify inter-railroad competition and cause 
adjustments of traffic relations to a degree that would be con- 
trary to the general public interest.” 

The coordinator said that not the slightest indication had 
been given of what the railroads wanted to do with water lines, 
or how they would improve the operation, service, rates, or 
financial condition of any that they might acquire. Until such 
information was forthcoming, he said, there was no reason why 
serious attention should be paid to the proposal that the present 
prohibitions be repealed, either those which had their origin 
in the Panama Canal act or that which was contained in the 
Inland Waterways Corporation act. In short, consideration of 
this proposal, he said, might well be postponed until more com- 
pelling reasons were advanced why it should be adopted. 


Changes in Reparation (Provisions 


After a discussion of the arguments for and against changes 
in the reparation provisions of the interstate commerce act pro- 
posed by the railroads, Coordinator Eastman said the conclusion 
was that no change should be made in the present reparation 
provisions except that the period of limitation should be reduced 
to 90 days with respect to all claims for reparation, except those 
relating to overcharges, for which the period should be one 
year; and that the same period of one year should attach to the 
collection of undercharges. 

The coordinator said it might be thought that what the 
railroads said about the reparation that it was a serious finan- 
cial burden upon them. He pointed out that in 1930 the awards 
on the special docket where reparation was uncontested totaled 
$1,804,780, and collection was waived of outstanding undercharges 
amounting to $592,095 and that awards on the formal docket had 
amounted to approximately $4,000,000, including the waiver 
of the collection of undercharges. The gross freight revenues 
of the carriers in that year he said were in excess of $4, 
000,000,000, and out of the gross revenues, therefore, the car- 
riers were required to pay back in reparation only a small frac- 
tion of one per cent. In normal times, he said, reparation was 
a relatively insignificant burden. Any burden, of course, he 
said, was serious in times of financial depression. 

The evil of reparation, if it could be so regarded, said the co- 
ordinator, was of quite a different character. The fact was, he 
said, that reparation was often paid to parties who had been 
able to transfer the loss elsewhere, and when paid it might 
represent to them so much gain. In the circumstances, he 
added, they were disposed to be generous with those who ob- 
tained the payments for them, so that reparation was a profit- 
able field for attorneys or rate specialists. 

“There are many who make it a business to look for oppor- 
tunities for reparation,” said the coordinator, “with the result 
that the amount of litigation before the Commission is very 
materially increased. From the effective date of the transpor- 
tation act, 1920, to November, 1932, the Commission rendered 
reports in 12,104 rate cases, of which 8,612, or 71 per cent, 
were cases in which reparation was sought. Many of the purely 
reparation cases are of little intrinsic merit, but they occupy 
a large amount of the Commission’s time and attention.” 

The coordinator said that the suggestion had frequently 
been made that the courts should be given sole jurisdiction over 
such cases, thus relieving the Commission. The difficulty with 
that suggestion, Mr. Eastman said, was that the great majority 
of such cases presented administrative questions which must 
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be passed upon by the Commission. That was true, he said, for 
example, where the reasonableness of rates was in issue, Ever 
since the Abilene case, 204 U. S. 426, the Supreme Court, he 
said, had adhered steadfastly to the doctrine that in cases of 
that character the judgment of the Commission upon the rea- 
gonableness of the rate must first be obtained, prior to resort 
to the courts, notwithstanding the provision in section 9 pro- 
viding for such resort. The doctrine, the coordinator said, rested 
upon the sound principle that where an expert body had been 
set up for the express purpose of passing upon the reasonable- 
ness of rates and similar matters it would result in nothing 
put confusion and in effect nullify the act, to permit a large 
number of courts to exercise independent judgment on the same 
matters. The proposal to give the courts sole power to award 
reparation, the coordinator said, would, therefore, in all prob- 
ability make it necessary for complainants in most cases to 
prosecute two proceedings, one before the Commission and the 
other before the court. The burden of prosecuting two sutis, 
he said, might discourage a few claimants from seeking repara- 
tion, but there could be no justification in making procedure 
unnecessarily burdensome for such a purpose. If reparation for 
violations of the act were to be awarded, clearly the Commis- 
sion was the logical body to handle such cases, said Mr. East- 
man. 

The coordinator said that to amend the statute as the rail- 
roads suggested by requiring the claimant to prove that he had 
“actually suffered a direct pecuniary loss,’ would effect no 
change of substance in the present provision, for the Supreme 
Court had found that such a loss was actually suffered upon 
payment of an unreasonable rate, even if the claimant there- 
after was able to transfer the loss to someone else. To cure 
the evil of unjust gain from reparation, the report said, the 
statute might be amended to provide that the claimant must 
prove that he did not transfer the loss to someone else. He 
said that there seemed to be no practical way of handling 
reparation in a wholly satisfactory manner. As the Supreme 
Court had said, the “carrier ought not to be allowed to retain his 
illegal profit,” but that when it was taken away through an award 
of reparation, it might often lodge with someone who had very 
little moral claim to it. An attempt to amend the statute to 
prevent the latter result was likely, Mr. Eastman said, to amount 
in practice to a repeal of the reparation provisions for the 
just as well as the unjust. 

The objectionable results, the coordinator said, attached 
only to reparation in connection with unreasonable rates. The 
Commission, he said, had mitigated these results by recognizing 
the fact that reasonableness was a variable standard which 
changed with various conditions, and hence often declined to 
find that rates which would be unreasonable in the future were 
not unreasonable in the past. As to attorney’s fees, the co- 
ordinator said it was especially desirable for the protection of 
small shipments. 


Hoch-Smith and Other Proposals 


As matters now stood, the coordinator said the Hoch-Smith 
resolution had ceased to have any important legal effect, served 
no useful purpose and might as well be repealed. 


With regard to a revision of section 15a proposed by the 
railroad which would put the affirmative duty on the Commis- 
sion to fix rates which would maintain the carriers and provide 
with an efficient system of transportation, the coordinator said 
that under present conditions the railroads could not expect to 
have their revenues maintained through fiat of the Commission 
alone. To a very considerable extent, he added, they had more 
to gain from improvements in their service and operations and 
reductions in their rates than they had from increased rates, 
although there were doubtless situations where increases could 
be made. The present provision in section 15a by no means, 
he said, disregarded the factor upon which the railroads desired 
sole emphasis to be laid, but also included other factors to which 
consideration must also lawfully be given. The provision, he 
Said, was a very recent expression of the will of Congress and 
that no occasion existed for a change. 

Respecting an amendment to section 13(4), proposed by the 
railroads so as to clarify the Commission’s power over intra- 
State rates and to make such rates bear their share of the 
burden of supporting the transportation system, the report said 
that until more need for a change in the section had been 
presented than the railroads had yet indicated, the proposal 
should not receive serious consideration. One thing suggested 
in the proposal with respect to that section was empowering 
the Commission to suspend state rates so as to prevent the 
losses following reductions in rates, because state rates must 
§0 into effect before the Commission has power to deal with 
them under section 13. The railroads recognizing the sweep- 
ing nature of the power of suspension, argued that the Com- 
mission could be depended upon not to use the power recklessly 
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and that it would hardly suspend state rates unless after some 
examination there was ground to believe that they violated 
the interstate commerce act. 

The coordinator, speaking of the railroad proposal to re- 
peal the automatic train control law, said that no good reason 
existed for its repeal. There was plenty of evidence that the 
railroads could not be depended upon to deal voluntarily and 
without government supervision with safety matters. With the 
anticipated return of business and greater use of high speed 
operations, he said it would be a peculiarly inappropriate time 
to repeal section 26, the train control section. 

The Denison act, the report said, was intended to provide 
a more expeditious handling of through rail-water route and 
joint rate matters than under the interstate commerce act. The 
interpretation placed upon it by the Supreme Court, he said, 
apparently largely nullified that intent and that as interpreted, 
served no useful purpose. 

The coordinator, in the part of his report devoted to re- 
laxation of regulation of railroads, said that the laws relating 
to construction and reconstruction of bridges over navigable 
waters, possible divorcement of the Inland Waterways Corpora- 
tion from federal control, and the proposal that tolls be charged 
for the use of waterways would be considered in the forthcom- 
ing report on the “so-called subsidy” question; that the federal 
employer’s liability act would be considered in a later report 
on railroad labor matters. The proposed anti-scalping law and 
repeal of the telegraph act of 1888, Mr. Eastman said, were 
matters which the railroads might well bring independently 
to the consideration of Congress. Any anti-scalping law, he 
added, should probably embrace other transportation agencies as 
well as railroads. The changes with respect to interlocking 
directors and the procedure in uncontested abandonment cases, 
he said, were trivial and unnecessary. 


Greater Jurisdiction Changes 


The coordinator said that if and when the Commission was 
given jurisdiction over motor carriers and further authority 
over water carriers, as recommended in the report, the necessity 
would probably arrive for making amendments to the interstate 
commerce act to adjust it to and to avoid conflicts with the 
new legislation. He said it might also be necessary to propose 
amendments affecting the organization of the Commission and 
its administrative work, in order that it might perform its 
enlarged duties as expeditiously and effectively as possible and 
with a minimum of formality. Such changes he said might be 
left for consideration until after the Commission had_ had ex- 


perience. 
Pipe Lines 


Although making no recommendations for the regulation of 
air transport or pipe line investigation, Coordinator Eastman 
put data to those agencies of transportation into his report. 
The data pertaining to pipe lines consisted largely of the facts 
gathered by the House committee on interstate and foreign 
commerce under the direction of Walter M. W. Splawn, then 
employed by the committee but now a member of the Com- 
mission. 

“The transportation of crude oil and refined products by 
pipe line,” says the report, “is for the most part conducted as a 
phase of the closely integrated operations of large oil produc- 
ing, refining and distributing companies. The problems it pres- 
ents are, therefore, materially different from any hereinbefore 
considered.” 

As a reason for not making recommendations the coordina- 
tor points out that under the national recovery act Secretary 
Ickes has large powers and that he has set up a Petroleum Ad- 
ministrative Board to carry on his work in connection with the 
petroleum industry. He also shows that the recovery legislation 
authorizes the President to initiate proceedings necessary to 
prescribe appropriate rate and regulations for pipe lines and, in 
addition, to initiate proceedings to divorce pipe lines from hold- 
ing companies where unfair practices or exorbitant rates tend 
to create monopoly. 


Air Service 


The need for added federal regulation of air lines, says 
the coordinator’s report, is sufficient to warrant definite recom- 
mendations of a bill of proposed legislation at this time. Owing, 
however, to the fact that Congress has under consideration “and 
doubtless shortly will enact measures intended to meet immedi- 
ately urgent conditions, which measures may materially change 
the present setup and the problems of the industry, it'- is deemed 
to be the sounder course to postpone for a time the formulation 
of specific legislative proposals.” 

Developments in the ensuing months, says the report, can 
be observed and their bearing on a program of permanent legis- 
lation determined. 

“It is well, however,” continues the report, “to record at 
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this time thé carefully considered belief that regulation, when 
undertaken, should be placed in the hands of the Interstate Com- 
merce Commission. This agency could perform the work ex- 
pertly and at small added cost. The addition of this function 
would represent a logical rounding out of the program of regula- 
tion of the several agencies of transportation which is recom- 
mended elsewhere in this report.” 

In his history of the air transport industry, Coordinator 
Eastman dated its beginning in 1926, prior to which time the 
government-operated air mail route from New York to San 
Francisco, in 1925, was the only extensive service. He said there 
was practically no regular passenger service “and an almost com- 
plete absence of private capital and public interest.” Several 
factors, he said, served to stimulate what soon proved to be 
very rapid growth. Probably the most important, he said, was 
the Kelly or air mail act of 1925, which authorized putting the 
air mail business in private hands on a contract basis, the first 
contract being let in 1926 and the liquidation of government 
operations in the following year. A second factor of importance, 
he said, was the passage of the air commerce act in 1926 and 
the creation under its terms of the aeronautics branch of the 
Department of Commerce. That agency, he said, immediately 
began work in the provision of aids to transport and in the 
advancement of safety in operation. Continued improvements in 
the design and equipment of airplanes were also of major 
importance, 

After 1928, the coordinator said, the air transport experi- 
enced a phenomenal growth, the number of passengers carried 
increasing from 50,000 in 1928 to 493,000 in 1933. Air transport 
lines, however, still conducted a very small business in that 
year in comparison with the railroads. In 1932, a year of low 
rail travel, he pointed out, scheduled domestic air lines repre- 
sented only 1.06 per cent of rail passenger lines, exclusive of 
commutation service. The mail service, in 1933, he said, would 
not have filled three average trains and express and freight 
would have filled a little over one such train. 


Coordinator Eastman said it was a matter of general knowl- 
edge that the inflation which overtook the air transport industry 
during the general speculative boom occurred mainly in the air 
mail group, in the passenger air lines which had since become 
air mail carriers, and in the related aircraft or holding compa- 
nies. He said that he believed that regulation would accomplish 
much toward straightening out and stabilizing the industry, 
making it thereby a more efficient and responsible public servant. 


Roosevelt and Eastman Report 


President Roosevelt made no comment on the report of Co- 
ordinator Eastman at his press conference March 14. When 
reference was made to the report, the President merely stated 
that it had been sent to Congress. No information was given 
as to whether the President would make recommendations to 
Congress at this session with respect to transportation legis- 
lation such as recommended by the coordinator and the Com- 
mission. 

The opinion that there will be no transportation legislation 
enacted at this session of Congress is held widely at this time 
in Washington. This opinion is based on the fact that the 
President has not indicated that he wished to press for such 
legislation at this session and also that, if Congress should 
adjourn in six or eight weeks, there would be little opportunity, 
in view of other major legislative proposals under consideration, 
for consideration of transportation legislation. 


The White House has been advised of opposition to recom- 
mendations made by the coordinator and the Commission as 
to regulation of highway transportation. Representatives of 
truck operators opposed to the regulation proposed for high- 
way carriers have submitted their views for consideration of the 
President. One of the arguments made is that before regulation 
is undertaken, information as to the trucking industry, now 
held to be lacking, should be obtained by the code authority for 
the industry under the NRA, and that, after a year or so, Con- 
gress would be in much better position to frame proper regula- 
tory legislation. 


Fulbright Opposes Report 


“The great majority of the shippers of this country will 
unqualifiedly oppose the recommendations of Federal Coordina- 
tor Joseph B. Eastman and the Interstate Commerce Commis- 
sion, which would impose all manner of governmental regula- 
tion on both public and private transportation,” said R. C. Ful- 
bright, chairman of the legislative committee of the National 
Industrial Traffic League, in a statement continuing as follows: 


The League is the only national organization composed exclusively 
of shippers. For several years it has been making a study of the 
transportation problem. It has consistently opposed placing the 
Commission in authority over the affairs of common and contract 
carriers by water or by highway, upon the ground that the whole ex- 
perience of the Commission has been with the railroads and it is not 
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acquainted with the problems of regulating other transportation 
agencies. ; 

™ The scheme of regulation which has been indorsed by the Com- 
mission would impose upon motor carriers and water carriers the 
complicated system of regulation which has been worked out for 
application to railroads. In fact, the proposals go beyond the scope 
of railroad regulation in that they give to the Commission practically 
complete power over private contract carriers using the highways or 
waterways. For example, John Smith could not make a contract to 
haul a truckload of potatoes for Jim Jones from a point in one state 
to a point in another state without first satisfying the Commission 
that the contract would not be inconsistent with the public interest as 
the Commission sees fit to interpret that interest. Furthermore, the 
Commission could attach such terms and conditions to the permis- 
sion it granted as it may see fit to prescribe. It would have the 
power to prescribe the minimum rates and charges for all forms of 
transportation, whether by contract carriers or common carriers, on 
the highways or on the waterways. | oe 

Even after a contractor had obtained permission to carry goods 
by private contract with a private firm at such charges and upon 
such conditions as may meet the approval of the Commission, he 
could not thereafter enter into an agreement to change the prices 
charged for his services without filing the notice of such change 
with the Commission thirty days in advance, and the Commission, 
in its discretion, could abrogate the proposed change in the private 
contract. The Commission would exercise similar powers with re- 
spect to contract carriers by water. " - 

he shippin ublic has not demanded that any governments 
oman aaa Sale sweeping powers. The demand for such reguls 
tion has come from the railroads, the financial interests connected 
with the railroads and from organizations which have been influenced 
by the flood of propaganda such railroad and financial interests 
have spread over the country. . . , - 

is my belief that the adoption of such a scneme of regulation 
oh aan to deprive the shipping public of a large part of the 
economies in transportation which they have realized by reason of 
the development of more economical means of transportation than 
railroads have yet offered. When the railroads have reduced rates to 
meet competing forms of transportation, the Commission has gen- 
erally permitted them to place a stop date upon the period of — 
reductions. If the railroads can induce the Commission + — 
imum rates for the competing transportation agencies which are — 
less than the regular tariff rates which the railroads ger ge 
charged, as they have been, able to do in tore conferred on. such 
state commissions where Similar Pp f = 

i ill no doubt let the reduced rates expire 
cea se ae longer be able to enjoy the advantages of cheaper 
transportation costs. ger ee 

ber of years the Commission has had a limited ju is- 
diction Gaur tak rail oe water an a is oe 
filed tariffs with the Commission. n i. is een the 
level of such rates, the Commission has pay we ee pe lo 
water service in terms of railroad transportation . 
herent in the water service. 
ing to measure the economies that 7 SS ee at 
The League believes that the Commission 1s = Sak ae 
ire to acquire such broad powers of life an 
oe ar annie of transportation has been influenced to a ra 
extent by its desire to protect and preserve the revenues 0 
railroads. er ; 

h roblems of regulating other agencies of transportation are 
oom a the conditions which exist in each branch of the i 
If the government is to regulate such other agencies it oes . 
performed by commissions equipped to deal with the peculiar problems 
of each. 

Interstate Commerce Commission has already been over- 
loaded with the broad range of regulatory powers over the railroads. 
The proposed bills would multiply the duties and responsibilities of 
that body and it will be practically impossible for it to exercise 
promptly and efficiently the character of regulation which may be 
required by the multitudinous forms of highway and waterway trans- 
portation services. 

Only a little over a year ago, the Commission, after many months 
of investigation, counseled that Congress proceed slowly in the de- 
velopment of regulatory laws to govern highway transportation. No 
new conditions have developed which were not the subject of_con- 
sideration when that recommendation was made. Now, the Presi- 
dent is requested to urge the immediate passage of the most sweeping 
and complicated systems of regulation which the mind can conceive. 
Just why this sudden reversal of opinion has occurred is not made 
clear by the report which it submitted. The shippers of this country 
and the consuming public are entitled to the benefit of the cheapest 
and most efficient means of transportation which may be adapted to 
the movement of commerce, and any scheme of regulation which 
may seriously hinder the operation of the transportation agencies 
should be most carefully scrutinized before it is undertaken. It is 
to be hoped that the President and the Congress will not under- 
take such broad and fundamental changes without giving to the ship- 
ping and the consuming public every opportunity to present its views 
and to measure the effect of such proposals. 


Two officers of the National Industrial Traffic League, R.. C. 
Fulbright, chairman of the organization’s legislative committee, 
and Joseph H. Beek, its executive secretary, have taken steps to 
prevent enactment of bills to carry out the recommendation of 
Coordinator Eastman that motor vehicle and carrier by water 
transportation be regulated by the Commission without, as they 
say, “full hearing.” They have expressed the view, in a League 
Circular, No. 1577, that members of the organization should ex- 
press their views to the President and to members of Congress. 


In that circular, captioned: “Important. Immediate action 
urged,” Secretary Beek reproduced a telegram sent by Mr. Ful- 
bright to the League office as follows: 


Eastman’s report urges immediate enactment most far reaching 
regulation all common and contract carriers by water and highway 
that can possibly be contemplated including broad commodities clause 
on both common and contract water carriers which would prohibit 
many private operations. Determined effort will be made by railroads 
and others to cram these bills through present session of Congress 
and efforts being made get President urge immediate enactment. 
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Think circular should be prepared at once urging all members opposed 
to wire President and chairmen congressional committees and their 
representatives in Congress protesting against enactment these meas- 
ures without full hearing and opportunities to shippers to express 
their views. Think shippers everywhere should express views without 
leaving it merely to League representatives. Matter urgent and imme- 
diate action necessary. 


RAILWAY WAGE TRUCE 


The Trafic World Washington Bureau 


The railroad managements, through W. F. Thiehoff, chair- 
man of the conference committee of managers, proposed to the 
Railway Labor Executives’ Association at the railroad wage 
meeting March 15 that the present ten per cent pay reduction 
arrangement be continued to and including April 30, 1935. The 
answer of the spokesmen for the employes was expected to be 
given Saturday afternoon at another meeting of the two groups. 

This proposal was made by the managements, said Mr. 
Thiehoff, as a practical method of postponing any wage con- 
troversy for six months beyond the termination of the present 
agreement, July 1, 1934, it having been pointed out that Presi- 
dent Roosevelt had expressed a desire for the avoidance of con- 
troversy and that a final determination in respect to railroad 
wages be deferred. Therefore, said Mr. Thiehoff, as ‘a tem- 
porary measure and without in any wise committing ourselves 
with respect to basic rates of pay,’ the following was sub- 
mitted: 

As a practical method of postponing any wage controversy for six 
months beyond the termination of the present agreement, thus giving 
uninterrupted opportunity for national recovery throughout the year 
1934, we propose: 

1, That further action under the present notices served by the 
railroads in respect to basic rates of pay shall be postponed until 
January 1, 1935. 

2. That no party, prior to January 1, 1935, may serve new or sub- 
a ee in respect to rates which shall take effect after April 
30, le 

3. That proceedings under such notices shall be conducted na- 
tionally, pursuant to the railway labor act, and shall proceed to a con- 
clusion as expeditiously as reasonably possible; and 

4. That the ten per cent deduction arrangement shall be extended 
to and including April 30, 1935. 


Mr. Thiehoff reviewed the situation of the railroads with 
respect to wages and finances and asserted that, in the light of 
conditions, a 15 per cent decrease in basic wage rates was 
justified. It was stated that the credit position of the railroads 
continued most unsatisfactory; that, at the end of 1933, despite 
the aids provided through the emergency surcharges, loans from 
the government, Railroad Credit Corporation, and banks, and 
the 10 per cent wage cut, there were 44,334 miles of railroad in 
the hands of receivers or trustees—the greatest amount of rail- 
road mileage in receivership since the Civil War—and that, as 
of February 28, 1934, there were in excess of a billion and a 
half of railroad bonds listed on the New York Stock Exchange 
on which interest was not being paid. 

It was also pointed out that the cost of living was still far 
below that existing at the time the basic wage rates in issue 
were created. 

Mr. Thiehoff quoted from the President’s letter asking that 
the present agreement be extended for at least six months from 
= expiration date next June, and the reply of the managements 

ereto. 


TRANSPORTATION CONFERENCE OF 1933 


The Transportation Conference of 1933, of which Harry A. 
Wheeler, president of the Railway Business Association, is chair- 
man, met in Chicago March 8 and 9. Composed of representa- 
tives of transportation, financial and others interested in a solu- 
tion of the transportation problem, the Conference has been 
engaged in a series. of meetings extending over many months 
In which an effort has been made to draw up a program of 
legislative suggestions to present to Congress in the hope that 
the entire transportation industry may be placed on a sound 
basis. It has already issued a report covering its proposals with 
respect to regulation of highway services. 

The meeting last week, in the main, brought the series of 
conferences to an end, so far as the original program of work 
was concerned, and reports covering the principal phases of the 
work are expected to be issued next week. They will be fol- 
lowed later with a more detailed account of the work accom- 
plished and discussion of the issues involved. Though this was 
thought to be the last meeting, it is understood that the con- 
ferees agreed to hold themselves subject to further call by the 
chairman in the event it was thought desirable to deal further 
ee matters not fully covered or with new issues that may 

evelop. 


CLASSIFICATION DOCKET 
In the Traffic Bulletin of March 17 is published Docket No. 
57, of the Consolidated Classification Committee, for hearings 
in Atlanta, New York, and Chicago, April 11, April 17, and April 
24, respectively. 
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GOVERNMENT OWNERSHIP 


(Address at a meeting of the Traffic Club of New York and the 
New York Board of Trade, Inc., March 14. By Virgil Jordan, Presi- 
dent of the National Iudustrial Conference Board) 

The question of government ownership of the railroads is 
now .no longer that subject of abstract academic discussion and 
theoretical argument familiar to us in the old days of high- 
school debates. It is today a pressing practical problem of 
direct importance to millions of people in America in com- 
munities of every size who do not realize what it may mean 
to them in the future—to merchants, manufacturers, farmers, 
workers, consumers, taxpayers, and to everyone who has a 
savings bank deposit or insurance policy or depends upon an 
annuity or the income from a trust fund, since at least three- 
quarters of the securities of our railroads are held in this 
fiduciary form. 

Our railroads today form about a tenth of our total national 
productive capital or wealth. They are about equal in value 
to all the farm land in the country, are worth almost two-thirds 
as much ag all the mineral, oil and gas deposits, more than 
twice as much as our forests, and almost as much as all the 
machinery and equipment of our factories. Not only because 
of their value but more especially because of their basic econ- 
omic importance, it is obvious that the nationalization of the 
railroads would cut so deeply into the organism of private 
enterprise that that organism would probably not long survive 
the operation in economic surgery it would involve. The ques- 
tion whether the responsibility for the development of the Amer- 
ican railroad system is to rest in governmental or in private 
hands is crucial for the future of private enterprise in every 
field of economic activity in this country. 


Government Ownership by 1940 


Yet there is so little understanding of the situation and 
such great indifference toward it today that it is safe to say 
that by 1940, or not long after, our railroad system will be 
wholly in the hands of the government, and the interest of every 
user, worker and investor in them will be wholly subject to the 
mercy of our federal bureaucracy. This is certain unless there 
should be a great change in the attitude of the American people 
not only toward the railroad problem, but toward all other 
economic problems, which is improbable. And when the rail- 
roads are finally swallowed up in the maw of the governmental 
monster that is already feeding so greedily upon the produc- 
tive effort of our people and paralyzing their creative vitality, 
our whole system of communications will inevitably go with it; 
and with the arteries and nerves of our economic life thus 
devoured the rest of the corpse of private enterprise will fall 
an easy and inevitable victim, and not a scrap will escape. 


When this occurs it will not be because of any inherent 
and inevitable weakness in the financial position of the Amer- 
ican railroad system which is incurable under private ownership 
and operation, intelligently and fairly fostered and protected. 
It is the fashion peculiar to this period, among people who look 
at realities in the light of magic lantern pictures and blue- 
prints of the Perfect State, to talk in large terms about the 
“chaos” in our transportation system and the critical financial 
situation of the railroads. 

It is unfair to judge the position of the railroads on the 
basis of the situation in which they find themselves after four 
years of the severest depression in our history. They have 
weathered many difficult periods in their hundred years under 
private enterprise, and gone on steadily with their development 
almost without interruption in spite of the increasingly heavy 
handicaps which rapidly expanding governmental control has 
put upon them; and there is no reason to believe that they 
have finished that development just because its extensive phase 
has reached or is near its limit. In the course of that century 
of growth an incalculable amount of capital has been poured in- 
to them and dissipated; but that is the inescapable principle 
of progress under private enterprise, although few people to- 
day seem to understand even that elementary truth about the 
economic system under which they have been living. 


Debt Not the Reason 


If the railroads become the prey of government in the next 
few years it will not be primarily because they went deeply 
into the red and are in debt to the government as a result of 
the depression. The funded debt of the railroads is not exces- 
sive in relation to their whole capital structure, or by com- 
parison with other industries, and its proportion has changed 
little in the past twenty years. Their annual fixed charges have 
increased relatively little during the years preceding the de- 
pression in comparison with pre-war years, little more than 
quarter as much as operating revenues and less than a quarter 
as much as wages and other items of operating expense which 
have largely been the subject of government control. 

In the five pre-depression years they were better able to 
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earn their fixed charges than in the pre-war years. Even in 
1932, the bottom year of our worst depression, they earned about 
80 per cent of their fixed charges, and last year nearly covered 
them. It is likely that they will more than cover fixed charges 
this year, judging by the rapid increase in earnings that has 
come with business recovery. The aggregate funded and un- 
funded debt of Class I roads maturing by 1940 presents the 
superficially formidable figure of $2.6 billions, but only about a 
billion of this amount is maturing bonded debt of Class I roads 
not in receivership or owned or controlled by Canadian roads. 
Of this billion, by liberal estimate not more than a fifth, or 
$200 millions, represents securities of roads with a poor credit 
rating and in a weak position to cover fixed charges without 
substantial business recovery. Some government aid will be 
needed to help such roads this year and next; but thereafter, 
given good business recovery, reasonable assistance, and a fair 
break by government as far as imposition of new burdens is 
concerned, there is every reason to believe our railroad system 
will come through in good shape. 

The roads now owe the government about $350 millions, 
and may need two or three hundred millions more in the next 
two years, but this total would be far less than the total loans 
made during the war. By abetting the imposition of added 
wage, pension and other burdens and by keeping the private 
capital market closed through such drastic control as is con- 
templated in the Securities Act and the Securities Exchange 
Bill, the government can of course force the railroads into its 
hands and compel their private investors to submit to such 
expropriation as it wishes to impose. To some observers it 
appears probable that this is the object deliberately sought in 
the policies being pursued. This does not seem plausible to 
me; rather I believe that the government is being moved in 
that general direction by a combinatioon of blind forces over 
which it does not attempt or know how to exercise control. 
But whatever may be the truth on this point—and it will be 
apparent enough in a few. years—it can be said quite positively 
that there is nothing in the present or prospective financial 
position of our railroad system as a whole under prviate enter- 
prise that makes it intrinsically necessary to resort to govern- 
ment ownership to solve the financial problems of the railroads 
provided the government sincerely desires to preserve private 
enterprise in this field and adjusts its public policies to this 
purpose. 


Not Dissatisfaction With Service 


Further, when the roads do pass from private to government 
ownership it will not be because there is any widespread public 
dissatisfaction with railroad service, or any real and general 
conviction that government ownership will provide better or 
cheaper service. In saying this I except those alien elements 
in our population who are moved by that moral depravity of 
dependence upon government and that mob spirit of wholesale 
robbery by government which is so characteristic of our public 
psychology and public policies today, and who are eager to 
accept transportation service or any other kind of support at 
the expense of someone else in the community. By the public 
I mean those intelligent Americans who retain some part of 
that integrity and independence of spirit that characterized their 
ancestors who created this nation. 


For these there is no use in elaborating the ancient abstract 
arguments about the intrinsic superiority of private enterprise 
in. the transportation or any other field, and the dangers of 
stagnation and degeneration that lie in subjecting the creative 
effort of individuals to centralized bureaucratic regulation. These 
questions have been and are being tested in the laboratory of 
actual practical experience in this and most other countries, 
and the main issue now is simply whether the victims of the 
collectivisitic vivisection that is so popular today will survive 
the experiments longer than the experimenters. 


During the past decade of rapid development in new methods 
of transportation we may admit that the railroads, handicapped 
for Many years by the heavy hand of bureaucratic control, have 
been slow in keeping up with the importunate demands for 
improvement in speed and service in some respects and in 
some parts of the country. But every honest minded Amey- 
ican knows that our rail transportation system is far in advance 
of that in any other country and especially in those where the 
railways are under state operation, as more than half of the 
mileage in the rest of the world is today. It is evident that 
even during the depths of depression and in face of bankruptcy 
adequate railroad service for all requirements has been main- 
tained with very slight financial assistance of the government, 
passenger rates have been reduced and incessant effort has been 
made to develop new and improved facilities, in spite of the 
severe handicaps that have faced private enterprise. I do not 
believe it can be demonstrated that there is any legitimate and 
adequately informed demand for government ownership among 
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the American public today on grounds of any honest expecta- 
tion of more rapid improvement in service or any cheaper serv- 
ice in terms of over-all costs to the community. 


Theory Versus Practice 


Finally, among the factors which I feel are not necessarily 
decisive in the practical issue of government ownership I may 
add the recently expressed opinion by our highly respected and 
conscientious public servant Mr. Eastman, who said that ‘“theo- 
retically and logically public ownership and operation meet the 
ills of the present railroad situation better than any other 
remedy.” Important as this opinion is because of the unques. 
tioned honesty, long experience and public-spiritedness that 
lie behind it, it does not take us very far in practical terms. 
However appealing its song may be, it takes more than one 
socialistic swallow to make a Soviet summer in America. There 
are still many Americans who instinctively recognize that how- 
ever ideal in theory and logic certain remedies for our economic 
and social difficulties may be, they are not necessarily the best 
that may be adopted in face of the realities of life and human 
nature. Mr. Eastman recognizes this himself when in the next 
breath he admits that we must postpone government owner. 
ship because we can’t afford it now. Among the inescapable 
realities that confront us in this question of government owner- 
ship is that it is painfully expensive, as Canadian experience 
has so conclusively shown. 


But more significant than Mr. Eastman’s reason why we 
shouldn’t go in for government ownership now is his reason 
why we must finally be forced into it. He says in substance 
that such comprehensive and detailed public regulation as the 
railroads are now subjected to make private ownership impos- 
sible. In that passage the Federal Coordinator has put his 
finger unconsciously on the vital factor in the inescapable 
process of socialization that is taking place, not only in the 
railroads but in every other industry today, and thereby exposed 
the unconscious inconsistency and the subtle strategy in this 
fatal process. 


It is an old story, this process of socialization, and it is 
taking place precisely as Mr. Eastman has indicated in every 
other country and in every industry in this country today. Be- 
cause of the difficulties and losses, the dissipation of capital 
and periodic unemployment and the sporadic cases of abuse of 
individual liberty which are the price of competitive creative 
progress, our perspective of our vast advancement under the 
urge of individual effort has become distorted. We forget and 
cease to appreciate the benefits of those accomplishments and 
how they have been achieved. Under the political pressure 
of groups who have taken little or no part in them, we jump 
to the conclusion that the price that has been paid for them 
is too high, and we begin to try to cut the price of progress 
by subjecting the creative groups in the community to increas- 
ingly complete and detailed governmental control. Then we 
find that in cutting the price of progress we have only cut 
down the amount of it and given ourselves a short measure, 
and that after all we get only as much progress as we pay 
for. We hamstring business by increasingly comprehensive 
bureaucratic control, forcing business men to become politicians 
and waste their creative energies and time in manipulating pub- 
lic officials until business enterprise becomes paralyzed and 
unproductive. Then we complain that we are not getting our 
money’s worth because business has fallen down on its job, and 
appeal to theory and logic to prove that the only way we can 
get a full measure of progress is by taking over the plant and 
spreading the price of progress over the entire community. After 
that we may realize that we have paid too much for it, and that 
it is costing us much more than before, but by that time there 
is nothing we can do about it, because the creative force of the 
community, which resides in its individual citizens and not in 
its productive equipment, has been killed. 


Socialization the Story 


That is the essence of the story of the railroad situation 
today, and it will be the story of every other indutsry in the 
country unless the American people awaken to an understand- 
ing of the true nature of the economic system under which they 
have lived and of the insidious process that is undermining it. 
When the railroads are taken over by the government it will 
be primarily because this process has proceeded much farther 
and been under way much longer than in any other field. For 
fifty years the financial vitality of private investment and the 
creative capacity of private operation in them have been 
steadily sapped and undermined by the spreading cancer of 
bureaucratic control. That they have survived this insidious 
disease so as to be able to show the remarkable financial strength 
and energy for improvement they have displayed in this depres- 
sion indicates how difficult it is to kill off completely the spirit 
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of private enterprise in a field where it has been responsible 
for such remarkable development in the past hundred years. 

When we blame the railroads for their backwardness in 
meeting rapidly changing transportation demands, and talk about 
the chaos and lack of coordination that prevails in the trans- 
portation field as a result of the inability of the railroads to 
adjust themselves immediately to the sudden development of 
entirely new types of transportation, we must remember that 
for more than a generation American railroad management 
has been compelled to specialize in the arts of politics and to 
serve as messenger boys for a powerful bureaucratic machine 
and has had less and less time to attend to its business and 
study the arts of transportation. When today we see the 
harrassed management of all American industrial enterprise 
compelled to spend a large part of its time running to Washing- 
ton and wrangling with the new bureaucracy that has suddenly 
developed there in order to get decisions that vitally affect the 
conduct of their business we can understand what has happened 
to the railroads during the past fifty years of government con- 
trol, and why railroad management at times appears a bit tired 
and indifferent to public clamor for prompt improvement in 
transportation. And we can understand, too, why railroad man- 
agement welcomes with a mixture of weariness and resignation 
the recent conclusion of the Federal Coordinator that the imme- 
diate cure for our railroad troubles lies in giving all other forms 
of transportation a dose of the same medicine and subjecting 
them to the same sort of bureaucratic burden that has crippled 
the railroads. We can sympathize even with the tendency of 
some railroad executives to regard with resignation the prospect 
of government ownership as the only hope of redemption from 
the hopeless struggle with the bureaucratic octopus of which 
they have been victims for so many years. 


Bureaucratic Psychology 


But here again, in the idea of universal control in order 
to equalize handicaps we see at work the typical bureaucratic 
psychology and the natural disposition to extend its power which 
underlies the process of socialization. It never occurs to the 
confirmed bureaucrat that men may solve their problems for 
themselves if given an opportunity to do so. If an industry’s 
creative power to cope with competition has been crippled by 
excessive control the obvious thing to do is not to take off some 
of its fetters, but to handicap everybody else with equally heavy 
chains. And when impotence is thus made universal and equal, 
there is obviously nothing else to do but for the government 
to take over all the cripples and spread the cost of their in- 
capacity over the entire community. 


But the men who serve in our modern bureaucratic ma- 
chinery are not themselves to blame for this tendency and its 
inevitable outcome. The desire to keep one’s job and to exercise 
and extend one’s power is perfectly natural; but it would be 
of no avail without a public attitude toward government that 
makes it possible. The process that has brought the railroads 
to their present position and made the nationalization almost 
inevitable has deeper roots than the human ambitions of the 
bureaucrat. When the railroads pass into the hands of the gov- 
ernment it will not be because of the public employes who now 
control them in Washington believe it desirable but because the 
American people have ceased to believe that the principle of 
private enterprise and individual responsibility are in them- 
selves worth preserving in any field. The fundamental signifi- 
cance of this event is that it will be a definite signal of the 
passing of the essential spirit and underlying idea of American 
life out of which the country developed, the idea of inidividual 
self-reliance and personal responsibility. 

The complacent. acceptance of the idea of government own- 
ership of the railroads and expropriation of their investors is 
simply a reflection of spirit of bolshevism which is abroad today, 
not only in this country but the world over. It is the spiritual 
disease of the age which started long ago and has finally in- 
fected this country that drives men to blind exercise of mob 
power in destroying all distinguishing individuality, dragging 
everything down to the dead level, compelling complete depend- 
ence upon government and using it as an agency through whitch 
to live by robbing each other. Beneath its fancy phrases and 
elaborate academic disguises this essential bolshevist spirit 
that has gripped the world today is nothing but a mobilization 
of the greed and envy of the uncreative mob against the creative 
power and enterprise of the minority of individuals in the com- 
munity whom the mob cannot imitate but only persecute and 
rob. This is the fundamental force that those who believe in 
the precious principle of private enterprise in the railroad field 
as in every other must reckon with today. No one imagines that 
the man in the White House in his innermost soul desires to 
lead any such mobilization, and if he is forced to do so by the 
fatal circumstances of destiny, it will only be because there 
do not arise to his aid and support any other forces with suf- 
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ficient intelligence, integrity and constructive will to lead in 
another direction. 


Questions to Consider 


These being the fundamental forces that are moving us more 
or less automatically toward government ownership of the rail- 
roads in the next few years, two questions remain for us to 
consider. The first is as to what we must be prepared for when 
it comes, and the second is how we ought to prepare ourselves 
against it if we don’t want it to come. 

It is unnecessary to use much imagination to understand 
what government ownership will mean for users, workers, and 
investors of the roads under the kind of political and psycho- 
logical conditions that exist in this country today and will prob- 
ably exist for many years to come. We have only to enlarge 
moderately the familiar picture of certain features of political 
life and governmental operations which have become obvious 
by many years’ experience of the past, and which have been 
particularly impressed upon our understanding by the events 
of the past year. 

It ought not to be difficult for investors in railroad secu- 
rities to accustom themselves to the idea of expropriation of 
their savings by governmental action, because it is a definitely 
determined policy of the government now to reduce the purchas- 
ing power or real value of every dollar of savings in the United 
States by at least 40 per cent. The holders of railway equities 
will find it a little more difficult in many cases td accustom 
themselves to a loss of 100 per cent of their investment, but in 
such cases they must remember that it is always necessary to 
break some nest-eggs in making a communistic omelet. It ought 
to be easy also for us to accustom ourselves to handling gov- 
ernment bonds instead of the securities of private enterprise, 
because our public policy toward the private capital market has 
made it perfectly clear that the government in its zeal to pro- 
tect our savings against loss by fraud and manipulation in 
security markets, desires us not to invest them in anything 
else. If it seems queer to us that at the same time the gov- 
ernment feels it proper to operate a gigantic pool to manipulate 
the value of its own securities and to cut their purchasing 
power almost in half after we have bought them, we must ac- 
custom ourselves to the sharp distinction which has been estab- 
lished today between public and private morality. 

It may be a bit more difficult for us to adjust ourselves as 
users to the operation of our railroads by the expansive force 
of congressional oratory and the political manipulation of special 
groups instead of by steam and technical experience and skill, 
but here again we should realize that there are new forces at 
work in the world today, and new laws under which they work, 
which render all natural physical and economic laws and forces 
old-fashioned and out of date. If we wonder whether the solid 
vote of a great army of public employes working for government 
railroads will be a sufficiently powerful force to speed up rail- 
road development and ensure the cheapest and most efficient 
service, we may well remember the effectiveness with which 
the organized groups have utilized and are using the political 
machinery of government to extract money from the pockets of 
taxpayers by the most improved modern processes. If as farm- 
ers, merchants, or industrial shippers we wonder whether gov- 
ernment ownership will assure us lower rates, we can reassure 
ourselves with the thought that our organized influence in Wash- 
ington, together with that of the public servants employed on 
the railroads, will see to it that lower rates, higher wages, 
shorter working hours, and ample pensions are provided out of 
the same taxpayers’ pockets which have been so generous in 
the past in meeting the demands of special groups with suf- 
ficient political power. We should remember that the old days 
of train robbery by small and modest groups of bandits are gone 
forever, and that in the age of collectivism in which we live 
much improved and more polite methods of holding up the 
public have been developed. 

As users of the railroads engaged in business and industry 
in various parts of the country where our enterprise has been 
developed on the basis of advantages in access to the market 
under private ownership of the railroads, we may be a bit more 
disturbed by the question whether a railroad system operated 
by political pressure in Washington or by preconceived ideas 
of the planners of the ideal state will make it possible for us 
to carry on our business as we formerly did. This is a question 
on which it is more difficult to offer a consoling answer. Even 
under private ownership we have been forced to recognize the 
bitter reality of the power of political pressure upon the rate 
structure to handicap industries in various sections and force 
rearrangement of our industrial structure. Our industries 
throughout the nation have adjusted themselves fairly well to 
the rate system that has developed under private enterprise. 
With the prospect of complete political control and particularly 
of definite plans for the reconstruction of our whole economic 
life according to blue prints that have been prepared and stored 
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up in the desk of obscure professors, it will be very much more 
difficult for American industry and business to adjust itself 
to political rate-making and to make its own plans from year 
to year. But so long as there is any life and individual discre- 
tion left to American business at all it will probably find a way 
to accustom itself to the uncertainties that will inevitably be 
involved in political operation of the railroads under govern- 
ment ownership. The beneficence and omnipotence of govern- 
ment is the great delusion of our age; it has become the ail- 
embracing racket of our time, the greatest burden the productive 
enterprise of every people has to bear, a millstone about the 
neck of progress. Government has never done and never will 
do anything for a people that they cannot do much better for 
themselves. But it cannot completely kill the creative power 
of a great people like ours, and we can probably survive its 
absorption of our railroad system if we must. 


How to Avoid It 


If we wish to avoid this outcome, as everyone with sound 
American instincts must desire to do because of its crucia] im- 
portance for the preservation of the principle of private enter- 
prise in every field, there are certain definite conditions that 
must be met. We can maintain private enterprise in the rail- 
roads only by permitting private enterprise and investment to 
function to the fullest extent in their operation and develop- 
ment. This means that they must be able, in free competition 
with industry, other public utilities and government itself, to 
secure ample and dependable supplies of capital to refund ma- 
turing debts, strengthen their financial structure and maintain 
and improve their properties so as to render better and more 
economical service in competition with other forms of trans- 
portation. 

For this the fundamental requirement is restoration of the 
confidence of private investors in rail securities, and the revival 
of a natural capital market by removal of arbitrary and extreme 
governmental restrictions or threats of such restriction upon its 
operation. In some cases, relatively few, financial reorganiza- 
tion of railroad properties may be needed, together with tem- 
porary government assistance, but the latter will not have to 
be on any large scale. Much more important for the purpose 
in view would be a declaration by the Administration that it is 
the firm policy of the nation to foster private ownership and 
operation in the transportation field. This would be a more 
potent influence in restoring investor confidence than anything 
else, in view of the uncertainty that prevails on this point, and 
the same applies to other industries; but it must be accom- 
panied by definite assurance through its own fiscal conduct that 
the government is not going to continue to preempt the capital 
market with its own demands for funds so as to force the rail- 
roads and all other industry to depend upon it for their capital 
requirements. 


Beyond this there are a few definite steps in legislative 
policy that are imperative for restoration of confidence of in- 
vestors in rail securities. The burden of bureaucratic control 
and political pressure upon important elements of expense of 
the railroads and upon the time and energies of their executives 
must be lightened. By relaxing the restrictions now placed upon 
them, the railroads must be set free to furnish full transporta- 
tion service in every field to compete with all other forms upon 
a self-sustaining basis, without undue preference or advantage 
to any type of transportation or to any group of users of them. 
The government must be determined to restrain any group, and 
refrain itself, from imposing large added expenses for labor or 
for social purposes upon the railroads or any other transporta- 
tion agency without regard to their capacity to secure the rev- 
enue necessary to meet them. It must recognize that adequate 
reserves for depreciation and obsolescence and reasonable amor- 
tization of bonded debt are required for financial soundness, and 
that rate levels must be adjusted to provide for such reserves. 

The necessity of these things, if private enterprise in the 
railroad field is to be preserved, and the benefits that will flow 
from them to all concerned, have become obvious enough. If 
they are forthcoming we can count confidently upon retaining 
our railroads as the backbone of our system of private business 
and seeing them grow in financial strength and in excellence 
and economy of service. But it is equally obvious that if they 
are not forthcoming we can have no such expectation; and in 
the light of the facts of the situation in which they stand today 
and of the public attitude toward them, it is not pessimism but 
simple realism to say that they will probably not be done. 


TRANSPORTATION MONOPOLY 


An address made recently over the radio by Fred Brenck- 
man, Washington representative of the National Grange, on 
the subject, “The Threatened Transportation Monopoly,” is 
being circulated free through the mails under the frank of 


Senator Borah, of Idaho. The speech was published in the 
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Congressional Record of February 20, on motion of Senator 
Borah. The matter sent out in the senator’s free mail en. 
velopes is in the form of a reprint from the Congressiona] 
Record but at the top appears the statement, “Not printed at 
government expense.” In the address Mr. Brenckman opposed 
the proposed shipping industry code and the Rayburn motor 
truck regulation bill. On the envelope in which the speech 
was mailed was the statement, “Part of Cong. Record—Free,” 


RAILROADS AND TAX BILL 


R. V. Fletcher, general counsel of the Association of Rail. 
way Executives, appeared before the Senate finance committee 
March 13 on the revenue bill, discussing three features of the 
measure. 

First, Mr. Fletcher protested against the 2 per cent penalty 
in the present bill imposed upon those who elect to make a 
consolidated return. He pointed out the injustice to the rail- 
roads of so heavy a penalty. He mentioned the fact that many 
of the larger railroad systems of the country had their origin 
in small, local roads, incorporated under the laws of a partic. 
ular state and designed in the first place for purely local pur. 
poses. These comparatively small railroad operations had their 
own stockholders, had issued their bonds, and in many cases 
were under obligations, imposed by state laws and state regula. 
tions, which could not be avoided. He referred to the situation 
in the state of Texas, which requires each railroad operating in 
that state to become a corporation of the state, and said that 
many other states might be mentioned where there were some- 
what similar constitutional provisions; it was impossible, there- 
fore, for the railroads to operate otherwise than through a 
number of subsidiaries. At the same time, each system con- 
stituted a single operation for all practical purposes, and but a 
single investment. He argued that it was an injustice to the 
railroads to require them by law to maintain separate cor- 
porations, and not permit the making of a consolidated return 
for tax purposes without a severe penalty. He mentioned as a 
familiar instance the maintenance in many parts of the country 
of comparatively small, local lines, which he said were essential 
to the welfare of the community, but which were operated at 
a loss, the losses incurred on the local lines being borne by 
the parent company through the medium of advances. Unless 
all these operations could be thrown into one return without too 
drastic a penalty, it would be to the interest of the more impor- 
tant railroads to abandon the operation of the small lines, 
which might not be satisfactory to the communities served nor 
be in the public welfare, he said. 

In the second place, Mr. Fletcher referred to the doubt 
which existed in his mind as to whether, under the amend- 
ments which had been made to the capital gains and losses sec- 
tion of the law, it would be possible for the carriers to deduct 
from income the difference between the book value and the sale 
value or salvage value of fixed property which had been retired 
or become obsolescent. He urged, therefore, upon the com- 
mittee the inclusion of an amendment to the act which would 
make it certain that where common carriers had retired an 
item of fixed property they would be permitted to deduct from 
taxable income the difference between the book value and the 
salvage value. 

In the third place, Mr. Fletcher discussed briefly the prac- 
tice of the Bureau of Internal Revenue not to allow depreciation 
on equipment in a case where a certain railroad had been 
leased to another with a covenant in the lease obligating the 
lessee to restore the property at the end of the leased period 
in as good condition as it was when it was received. He said 
that the department had ruled that depreciation on equipment so 
leased could not be allowed to the lessee because the lessee 
is not the owner of the property, and that it could not be al- 
lowed to the lessor because the lessor was indemnified against 
loss under the terms of the lease contract. He mentioned the 
fact that the Interstate Commerce Commission required the 
lessee to set up depreciation in its accounts, and he urged an 
amendment to the statute which would make it clear that this 
depreciation should be permitted either to the lessor or the 
lessee. 


AMERICAN RAILROAD DEVELOPMENT 


The American Association for Railroad and Locomative 
History, with headquarters at Auburn, Ind., calls attention to 
the fact that, like the Locomotive Historical Society (see Traffic 
World, March 10, p. 474), it is engaged in the preservation of 
old records and documentation of railroad history. It asks for 
both old and new material that may be of historical interest or 
may help to preserve the record of railroad development, and 
is particularly interested in material having to do with the 
central west and west. Contributions may be sent to the asso- 
ciation either at Auburn or at Oak Park, IIl., it is stated. Roy 
W. Carlson, Auburn, is president of the association. 
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COMMUNICATIONS LEGISLATION 


The Trafic World Washington Bureau 


“The Interstate Commerce Commission believes it to be 
sound public policy and in the interest of effective and eco- 
nomical regulation to consolidate under a single regulatory com- 
mission such closely related activities,” said Commissioner Mc- 
Manamy, chairman of the Commission’s legislative committee, in 
testifying before the Senate interstate commerce committee on 
Ss. 2910, the Dill-Rayburn administration bill providing for crea- 
tion of a federal communications commission to regulate inter- 
state and foreign communications by wire and radio and the 
transmission of energy by radio. 

Commissioner McManamy’s reference was to the proposal 
in the bill to transfer to the new commission regulation of tele- 
phone, telegraph and cable lines as at present exercised by 
the Interstate Commerce Commission. 

“In addition to transferring the control presently exercised by 
the Interstate Commerce Commission over telephone, telegraph, 
and cable lines, the bill contains certain provisions increasing 
the power of the regulatory commission over such activities for 
the purpose of making the control more complete and effective,” 
said he. “This also appears to be sound public policy and in the 
interest of effective regulation.” 

Commissioner McManamy said he was not prepared to dis- 
cuss details of the bill because of its complexity but that the 
measure was being studied by the Commission’s legal department 
and the legislative committee and a complete report on the bill 
would be made to the committee shortly. 

The commissioner said the author of the bill, very properly, 
had used many of the provisions of the interstate commerce 
act in so far as applicable as a foundation for the bill. 

The Commission, said he, had had a limited jurisdiction 
over telephone, telegraph and cable companies. Complaints 
with respect to rates, charges, or service of the companies had 
been rather infrequent, he said. There had been considerable 
activity with respect to consolidations of telephone companies, 
284 cases having been decided, 

Discussing the situation with respect to valuation, the com- 
missioner said that insufficient appropriations had prevented the 
Commission from making valuations of telephone and radio 
companies and that the Commission had so advised Congress. 
He said the Commission had completed the final valuation of all 
telegraph properties except those of the Western Union and 
Postal and that on those it had issued tentative valuations. Con- 
tinuing, he said: 


_ The wholly owned telegraph and telephone property of all steam 
railroad carriers has been included in their final valuation reports. 
Such property consists of about 70,000 miles of pole lines. About 
30,000 miles of pole lines are jointly owned by steam carriers and the 
Western Union Telegraph Company. With the exception of the above 
referred to property, all other telegraph property is owned and op- 
erated by the Western Union Telegraph Company. 

Western Union Telegraph Company. A tentative valuation report 
on the property of this company was served on the carrier on March 
27, 1928. No final report has been made because the Western Union, in 
1929, proposed that a new field inventory and report as of a current 
date would be of greater value, and further, that it (the company) 
would make such inventory and furnish the Commission such data as 
might be necessary to compile a current report, the expense of the 
Commission being limited to expense of field representatives to check 
and verify the company’s work. This proposal was agreed to. It is 
the procedure proposed in the bill now under consideration. The new 
inventory has been completed and field-checked, and the preparation 
of a current valuation report is now in process and it can be submitted 
before the close of this year. The property of the carrier consists of 
— —— miles of pole line, with appurtenant wire, cable, equip- 
ment, ete. 

Postal Telegraph Company. A tentative valuation report on the 
property of this carrier was served on the carrier on August 29, 1928. 
Final report has not been made for the same reasons as recited with 
respect to the Western Union. A new inventory and compilation of 
report on this carrier has not been commenced because our telegraph 
forces, limited by the necessity of reducing staff to meet reduced 
appropriations, has been completely occupied with the property of 
the Western Union. The Postal is under agreement to commence 
work whenever directed. Plans are under way to begin this work 
Shortly. It is estimated that a complete report can be ready early 
next year. The Postal’s property consists of approximately 29,000 
miles of pole line wholly owned and used, 2,000 miles of pole line 
Jointly owned, also a large amount of owned wire on poles of other 
companies. 

This situation is directed to the attention of the Committee be- 
cause it will be necessary to determine whether this valuation work 
shall be completed by the Bureau of Valuation of the Interstate Com- 
merce Commission or be turned over to the new Commission for 
completion. 

Another fact that will require consideration is that certain tele- 
graph lines are owned by steam carriers and will have to be so valued, 
and certain telegraph property is jointly owned by steam carriers 
and telegraph companies. There is also property over which there is 
a hotly contested conflict between the telegraph companies (chiefly 
the Western Union) and the railroads which lies in the twilight zone 
of ownership and use with respect to which the Western Union has 
intervened in almost all of the larger railroad valuation cases claim- 
ing ownership of the telegraph lines. It probably would not be ad- 
visable to attempt to cover this situation by amendment to the bill 
because of the practical difficulties that would be involved. The sit- 
uation can probably be adequately handled by cooperation and _ con- 
Sultation between the two commissions. Further discussion of this 
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matter will be contained in our report on the bill, which will be made 
to the committee when our study of it has been completed. 


Opposition to the communications bill was expressed before 
the committee by Walter S. Gifford, president of the American 
Telephone and Telegraph Company. He did not think conditions 
in the telephone business warranted government interference 
with management in the business that would be possible under 
the proposed legislation. 

In the conduct of the Bell system, said he, responsibility 
was decentralized so that “the man on the spot” could act 
readily and effectively, while at the same time he was within 
instant reach of skillful advice and assistance as well as ma- 
terials and supplies. 

“The injection of a commission with a veto power between 
these functions, as this bill does, will disorganize the telephone 
business, for I am certain that no power on earth can insure 
effective management and good service if it is necessary that 
the ordinary transactions of this nation-wide enterprise shall 
wait upon hearings before a commission in Washington,” said 
he, and added: 


There are six times as many telephones in relation to population 
in this country as there are in Europe. Moreover, long distance calls 
in this country can be made in nearly all cases without even hanging 
up the telephone. This high development and almost instantaneous 
service did not just happen—it is the result of initiative and ability, 
fostered and given free rein in a privately owned and privately man- 
aged enterprise. 

By giving the commission power over all transactions the present 
decentralized and adaptable operation will be transformed into a 
rigid, centralized, bureaucratic operation. This will devitalize the very 
principles of management which have been mainly responsible for 
the progress of telephony in this country. 

This bill proposes to so largely place the power to manage in the 
commission as to set up a regime of public management of private 
property. Of the 681,000 stockholders who own this property, the 
overwhelming majority are women and men of small means who have 
invested their savings in this business. To most of them this invest- 
ment is vital. As trustees responsible for good telephone service to 
the nation and responsible for the safety of the investment of these 
hundreds of thousands of people, we must oppose to the full extent 
of our ability the passage of this measure. 

The telephone business is now, in our opinion, adequately regu- 
lated. There has been no evidence that any change is necessary. A 
representative of the Interstate Commerce Commission testified four 
years ago and again the other day, that complaints to that body of 
rates, charges or service of communication companies were infrequent. 
As a matter of fact, we cannot find that there have been any so far 
as we are concerned in the last few years. Under that regulation, 
the most rapid strides have been made in improvement in quality, 
speed, scope, and economy of cperation of long distance service. These 
economies were promptly passed on to the users of this service by 
reductions in rates, resulting in savings of many millions of dollars a 
year to the public. The rates for the longer distances have been sub- 
stantially cut in two since 1926. 

But, if in the reorganization of the government there is need to 
transfer our regulation from one body to another, I earnestly ur 
that such action be limited to exactly what the President asked be 
done. His recommendations were as follows: 

“T recommend that the Congress create a new agency to be known 
as the Federal Communications Commission, such agency to be vested 
with the authority now lying in the Federal Radio Commission and 
with such authority over communications as now lies with the Inter- 
state Commerce Commission—the services affected to be all of those 
which rely' on wires, cables, or radio as a medium of transmission. 

‘It is my thought that a new commission such as I suggest might 
well be organized this year by transferring the present authority for 
the control of communications of the Radio Commission and the In- 
terstate Commerce Commission. The new body should, in addition, 
be given full power to investigate and study the business of existing 
companies and make recommendations to the Congress for additional 
legislation at the next session.”’ 


A. R. MacDonald, of the Wisconsin commission, chairman of 
the executive committee of the National Association of Railroad 
and Utilities Commissioners; Kit F. Clardy, of Michigan, and 
John E. Benton, general solicitor of the association, appeared 
on behalf of the state regulatory commissioners. Mr. MacDon- 
old and Mr. Clardy emphasized the desire of the state commis- 
sioners that provisions assuring to the states power to regulate 
local utilities be left in the bill. Mr. Benton said the interest of 
the state commissions in the bill arose from the desire on their 
part to avoid any development that would operate to break down 
state regulation. He opposed transferring to the proposed com- 
munications commission “the exact powers which the Interstate 
Commerce Commission now possesses over telephone companies” 
because the state commissioners believed such a transfer would 
substantially destroy state regulation due to the fact that the 
Interstate Commerce Commission had exactly the same power 
over telephone rates as over railroad rates, but had been inac- 
tive as to telephone rates, and that with such power the new 
commission could issue orders as to state telephone rates just 
as the I. C. C. had done with respect to railroad rates. 


“Unless Congress wants to destroy state regulation over 
telephone companies,” said he, “it can not merely transfer the 
existing power of the Interstate Commerce Commission to a 
new commission. It must describe the field within which the 
new commission shall exercise its jurisdiction.” 

Mr. Benton said federal regulation of interstate toll rates 
was proper, but that exchange service was local and that 





PAGE 512 


The Traffic World 


Vol. LIII, No. 11 


The Fleet Is Ready? 


—Gangplanks in at Buffalo 
and Duluth at midnight April 30 


Offering you fast, safe and economical transportation for your products, 
with a sailing from all ports served every forty-eight hours. Fourth 
morning delivery across lakes—60 hours from Detroit to Duluth. At 
Detroit freight is handled to and from Cleveland and adjacent territory 
in connection with the Detroit and Cleveland Navigation Company, 
who maintain daily service between Cleveland and Detroit. 


M A T—Poker Fleet—schedules are as 


exacting as those of a passenger line 


in using this means of saving transportation costs you sacrifice nothing 
and gain much. 
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there was no reason why complaints about that service or rates 
should be required to be brought to Washington. 

As to depreciation, Mr. Benton said the states ought not to 
be bound in state rate cases by what the Interstate Commerce 
Commission may have prescribed as to depreciation rates for 
purposes of federal accounting. 


JOHNSON TO FLETCHER 


The Trafic World Washington Bureau 


General Johnson, NRA Administrator, in a letter to R. V. 
Fletcher, general counsel, Association of Railway Executives, 
’ referring to the letter sent by him recently asking the rail- 
roads to consider the submission of a code of fair competition 
and Mr. Fletcher’s reply (see Traffic World, March 3, p. 398), 
said the original letter was written for the purpose of bringing 
about a correction of certain conditions in the railroad trans- 
portation industry that had been brought to the attention of 
the President and that might, on investigation, come within 
the provisions of the recovery act authorizing the President to 
prescribe codes for industries. He invited Mr. Fletcher to dis- 
cuss the situation with him. He expressed surprise that the 
original letter had been published. At the Association of Rail- 
way Executives it was stated that the letter had not been made 
public by it. 

Replying to General Johnson’s second letter, Mr. Fletcher 
said he had no information as to conditions in the railroad in- 
dustry that would warrant hearings before the NRA even if 
the roads, contrary to previous understanding, were subject to 
the NRA. He expressed willingness to take up the matter with 
the General. 


RESEARCH AND RAILROADING 


Asserting, on the one hand, that he had great respect for 
the fact-finding activities carried on by the railroads in the 
last thirty years and, on the other, that there was real need 
for the establishment of a central research agency to coordinate 
the work of the railroads and equipment supply manufacturers, 
Dr. A. A. Potter, dean of engineering, Purdue University, and 
a member of the rail committee of the Science Advisory Board 
established at the suggestion of President Roosevelt, addressed 
a luncheon meeting of the American Railway Engineering Asso- 
ciation in Chicago, March 14. The luncheon was in connection 
with the thirty-fifth annual convention of the association, March 
13 and 14, which brought together more than six hundred rep- 
resentatives of the engineering staffs of the railroads and at 
which engineering phases of railroad operation in all its aspects 
were surveyed. 


Speaking on “Research as Applied to Railroading,’ Dean 
Potter, who has been closely associated with extensive research 
by the American Railway Association as to power air brakes, 
at Purdue, discussed past research activities of the railroads 
and made a number of comparisons between those and the 
research activities of other industries. 


In the ten years from 1923 to 1933 the Ameriean Railway 
Association had spent approximately 6% million dollars for 
research, he said. In addition, he pointed out, there were sub- 
stantial expenditures by individual railroads and by the railroad 
equipment manufacturers. Referring to the thick volume pub- 
lished last year by the American Railway Association, in answer 
to assertions by critics that the railroads were backward in 
availing themselves of modern research technique, he said an 
article in a scientific magazine had insisted that the volume 
failed to make its point. 


According to the author of the magazine article, said Dean 
Potter, the railroads had not been engaged in research, but only 
in experimenting and testing. Following a short discussion of 
the definition of research, the speaker, however, expressed the 
view that the fact-finding activities of the railroads were prop- 
erly to be spoken of as research, further insisting that research 
was a proper term to be applied to scientific fact-finding in 
connection with advertising, personnel, or other business prob- 
lems, just as much as in connection with the physical arts and 
pure science. 

He, however, raised a question as to whether the railroads 
had devoted sufficient time and money to research in the field 
of new developments and in connection with developments tak- 
ing place in other industries. Much of the research in the rail- 
road industry, due to its being distributed among individual 
carriers, equipment manufacturers, and the A. R. A., he thought, 
might be in the nature of duplication. More than half of the 
money spent by the latter, he said, had been spent through the 
mechanical division, and most of that had been allocated to a 
relatively small number of projects, the air brake investigation 
itself accounting for more than 214 million dollars. 

In contrasting expenditures of the railroads with expendi- 
tures by other large industries, he pointed out that, in the ten 
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years in which the American Railway Association had spent 
6% million dollars, the railroads had an income of about 53 
billion dollars, the research expenditure amounting to only about 
-01 of 1 per cent of income; certain other large industries were 
spending as high as 4 per cent of their income on research. 

Railroad research had largely been of a nature designed to 
solve existing difficulties, he asserted, whereas it should be 
primarily focused on the development of entirely new equipment, 
devices, technique, and on-examining developments taking place 
outside the industry. A. R. A. committees charged with research 
activities, he said, were principally made up of men whose time 
was taken up with operating duties and who were not in a 
position to know in an intimate way what was taking place 
outside of their own field. 

With reference to the equipment manufacturers, he said, the 
remark had been made that they expended more effort in point- 
ing out the shortcomings or defects in the products of their 
competitors than in improving their own products. He did not 
commit himself to any such view, but insisted that railroads and 
manufacturers would all benefit by the establishment of an ade- 
quately staffed, central research agency that could plan for the 
long time and coordinate all activities along definite lines. 

In part, he said, government regulation was responsible for 
the absence of a long-time view in railroad research. The aitti- 
tude of the public and government toward the railroads necessar- 
ily made the industry a hand-to-mouth kind, so far as such 
things were concerned, he said. On the other hand, he insisted 
that any industry that did not keep a close eye on outside 
developments and make reasonable expenditures to improve its 
own products bound to “lose out.” 

John E. Armstrong, assistant chief engineer, Canadian 
Pacific, Montreal, was elected president of the association; 
Robert H. Ford, assistant chief engineer, Rock Island, Chicago, 
first vice-president, and A. R. Wilson, engineer bridges and 
buildings, Pennsylvania, Philadelphia, second vice-president. 
A. F. Blaess, chief engineer, Illinois Central, Chicago, was re- 
elected treasurer, and E. H. Fritch, Chicago, was re-elected 
secretary. 


ENLARGED COMMODITY CLAUSE 


The Trafic World Washington Bureau 


Senator Borah, in a bill introduced by him (S. 2995), pro- 
poses an addition to section 1(8) of the interstate commerce 
law, the commodities clause, as follows: 

8a. From and after January 1, 1935, it shall be unlawful for any 
common carriers engaged in the transportation of oil or other com- 
modity, except water and except natural or artificial gas, by pipe 
line, or partly by pipe line and partly by railroad or by water, to 
transport from any state, territory, or the District of Columbia, to any 
other state, territory, or the District of Columbia, or to any foreign 
country, any article or commodity, manufactured, mined, or produced 
by it, or under its authority, or which it may own in whole or in 
part, or in which it may have any interest, direct or indirect, through 
stock ownership, or use, interlocking directors or officers, or other 
lawful means. 


In introducing the bill Senator Borah read a telegram from 
a gasoline service station operator at Grand Island, Neb., say- 
ing he had had to close a profitable business and indicating 
that he was so forced to do because the “big oil syndicates are 
in control.” The senator said that one of the most important 
items in the oil industry which looked toward monopoly and 
enabled the major companies to control the situation was the 
fact that the pipe lines transmitting oil were owned by the major 
companies, or some of them. 

A bill the same as that introduced in the Senate by Sen- 
ator Borah, extending section 1 (8), extending the so-called 
commodities clause so as to cover transportation by pipe line 
of oil (H. R. 8572) has been introduced in the House of Repre- 
sentatives by Representative Strong, of Texas. It has been 
referred to the House committee on interstate and foreign com- 
merce, the Borah bill having been referred to the Senate com- 
mittee on interstate commerce. 

Senator Borah in another bill (S. 2994), proposes forbidding 
persons in any branch of the oil industry to have any stoc' 
interest in a common carrier pipe line, by adding to section 18 
of chapter 1 of title 15 (commerce and trade) of the United 
States code, the following sub-section: 

18a. From and after January 1, 1935, it shall be unlawful for any 
person engaged in commerce in the business of producing, refining, 
marketing, or handling of petroleum oil, its products, or byproducts, 
to own, hold, or control, directly or indirectly, the whole or any part 
of the stock, or other share capital of any common carrier pipe line. 

From and after the same time, it shall be unlawful for any per- 
son to own, hold, or control contemporaneously, directly or indirectly, 
through stock ownership or use, interlocking directors or officers, or 
other lawful means, the whole or any part of the stock or other share 
capital of a person engaged in commerce in the business of producing, 
refining, marketing, or handling of petroleum oil, its products or by- 
products, and a2 common carrier pipe line. f 

Nothing contained in this section shall be held to affect or impair 
the right of any person engaged in the business of producing, refining, 
marketing, or handling petroleum oil, its products, or byproducts, to 
own and hold gathering lines within any separate and distinct oil field. 
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Shipping Decisions 
Cases Recently Decided by State and Federal Courts 


(Digests taken from Reporters and Digests of National Reporter System, 





published by West Publishing Co., St. Paul, Minn. Copyright, 
1934, by West Publishing Co.) 
(Circuit Court of Appeals, Ninth Circuit.) Correspondence 


passing between home office of shipping company and their 
agents on other coast held inadmissible in suit against shipper 
to recover freight moneys. (Ambler et al. vs. Bloedel Donovan 
Lumber Mills, 68 Fed. Rep. (2nd) 268.) 

Notation of rate on bill of lading is not conclusive, since 
bill of lading is not contract, but, at best, only evidence thereof, 
and any irreconcilable repugnancy between prior written con- 
tract and bills of lading must be resolved in favor of former. 
—Ibid. 

Where shipping contract is attested by letter of confirma- 
tion showing agreed rate, the rate shown on Dill of lading, con- 
trary thereto, is not controlling.—Ibid. 

Carrier’s application of excess rate shown on bill of lading 
over that agreed on sale of cargo, to balance of freight on ac- 
count of cargo stored, did not operate as rebate or refund (Ship- 
ping Act 1916, Sec. 16, and Sec. 14 as amended (46 USCA, Secs. 
812, 815) ).—Ibid. 

Carrier’s agreements respecting rates held not applicable 
to shipments under contracts entered into at time agreements 
were not in force (Shipping Act 1916, Sec. 15 (46 USCA, Sec. 
814) ).—Ibid. 





(District Court, E. D. New York.) Charter party provision 
should be construed most strongly against one who prepared 
contract. (The August 5 Fed. Sup. 463.) 

Handwritten and typewritten interlineations in charter party 
overrule printed portions of contract inconsistent therewith.— 
Ibid. 

Charter party provision that ship should pay “cranage if 
shore cranes are employed” required ship to pay reasonable 
and customary charge for shore cranage services even where 
cranes used belonged to charterer, not only where charterer 
was required to pay others for cranage services.—Ibid. 

Charterer’s failure to charge ships for cranage in discharging 
cargoes in majority of cases even where charter parties con- 
tained provision requiring ships to pay cranage held not to de- 
prive charterer or its agent from asserting ship’s liability for 
cranage in other cases under same provision.—Ibid. 

(District Court, W. D. Washington, N. D.) Interoffice corre- 
spondence of carrier respecting rates held inadmissible as hear- 
say to shipper. (Ambler vs. Bloedel Donovan Lumber Mills, 
5 Fed. Sup. 440.) 

Shipping contracts entered into pursuant to quoted rates at 
time carrier’s agreements were not in effect held, as respected 
applicable rates, not within agreements (46 USCA, Sec. 814).— 
Ibid. 

Notation of amount of rate on bill of lading does not con- 
trol over shipping contract providing for rate.—Ibid. 

Shipping contract providing for special rate to furnish 
emergency return cargo held not to result in discrimination or 
undue preference. 

Discrimination or undue preference on account of special 
rate for emergency cargo did not result, in that shipper fur- 
nishing full cargo hazarded greater expense for storage for 
unsold cargo, it being readily conceivable that expense of stor- 
age of cargo might create a greater liability to shipper than 
difference between quoted rate and rate ordinarily charged.— 
Ibid. 





Miscellaneous Decisions 
Cases Recently Decided by State and Federal Courts 


(Digests taken from Reporters and Digests of National Reporter System, 
published by West Publishing Co., St. Paul, Minn. Copyright, 
1934, by West Publishing Co.) 





REGULATION OF COMMON CARRIERS 

(Supreme Court of Texas.) Statute requiring railroad to 
keep and maintain its machine shops and roundhouses where 
it contracted to keep them held constitutional (Rev. St. 1925, 
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arts. 6275-6277). (Nueces Valley Townsite Co. vs. San Antonio, 
U. & G. R. Co., 67 S. W. Rep. (2nd) 215.) 

That city residents suing to enjoin railroad from removing 
division headquarters and machine shops did not appeal from 
decision denying their right of action did not eliminate public 
interest from case where railroad’s contract with intervener 
made statute prohibiting such removal applicable (Rev. St. 1925, 
arts. 6275-6277).—Ibid. 

Judgment cannot be affirmed which is contrary to public 
policy of state as declared by valid statute.—Ibid. 

Railroad accepting charter when statute prohibiting removal 
of general offices and machine shops was effective took charter 
subject to statute, and could not complain that statute deprived 
it of property without due process (Rev. St. 1925, arts. 6275- 
6277) .—Ibid. 

Enforcement of decree requiring railroad to maintain its 
division headquarters and machine shops at place it had con- 
tracted to keep them would not impose undue burden on inter- 
state commerce (Rev. St. 1925, arts. 6275-6277).—Ibid. 

As respects certainty of contract and decree, decree for 
specific performance of railroad’s contract to maintain division 
headquarters and machine shops at specified city held suf- 
ficiently definite, where closely following contract (Rev. St. 
1925, arts. 6275-6277) .—Ibid. 

Court will not anticipate such difficulty in enforcing specific 
performance of railroad’s contract to maintain division head- 
quarters at specified place as will require it to exercise im- 
practical oversight and control over railroad (Rev. St. 1925, arts. 
6275-6277) .—Ibid. 

Enforcement of decree requiring railroad to maintain its 
division headquarters and machine shops at specified city would 
not deprive railroad of rights under Interstate Commerce Com- 
mission’s order authorizing acquisition of defendant railroad by 
another railroad, where defendant railroad before sale thereof 
was bound to maintain shops where it had contracted to keep 
them (Rev. St. 1925, arts. 6275-6277; Interstate Commerce Act, 
Sec. 5 (2), 49 USCA, Sec. 5 (2)).—Ibid. 

In absence of Interstate Commerce Commission’s finding 
that acquiring railroad should not be bound by contracts of 
acquired railroad and state laws, reviewing court must presume 
that Commission found it reasonable and just that acquiring 
railroad take over acquired railroad burdened with its obliga- 
tions (Rev. St. 1925, arts. 6275-6277; Interstate Commerce Act, 
Sec. 5 (2), 49 USCA, Sec. 5 (2)).—Ibid. 

Statutory clause authorizing acquisition of one carrier by 
another for “just and reasonable consideration and terms” ap- 
plies to contractual interests of persons interested in consid- 
eration, and provides just and reasonable terms and conditions 
with respect to private rights (Interstate Commerce Act, Sec. 
5 (2), 49 USCA, Sec. 5 (2)).—Ibid. 

Interstate Commerce Commission’s order authorizing ac- 
quiring railroad to acquire stock, bonds, and control of acquired 
railroad did not authorize acquiring railroad to violate con- 
tractual obligations of acquired railroad (Rev. St. 1925, arts. 
6275-6277; Interstate Commerce Act, Sec. 5 (2), 49 USCA, Sec. 
5 (2)).—Ibid. 

Statute authorizing Interstate Commerce Commission to 
approve acquisition of one carrier by another does not authorize 
Commission to deprive contract holders of their contractual 
rights or to impair them (Interstate Commerce Act. Sec. 5 (2), 
49 USCA, Sec. 5 (2); Emergency Railroad Transportation Act, 
Sec. 11 (49 USCA, Sec. 261)).—Ibid. 


Court must enforce statute prohibiting railroad’s removal 
of general offices and machine shops from place it contracted to 
keep them, where such statute and contract thereunder impose 
no direct burden upon interstate commerce (Rev. St. 1925, arts. 
6275-6277) —Ibid. 


PENNSYLVANIA CLAYTON CASE 


In a reargument in the Supreme Court of the United States 
in No. 361, Interstate Commerce Commission vs. Pennsylvania 
Railroad Co. and Pennsylvania Co., on March 12 and the follow- 
ing day, the question treated was the meaning of the words 
“solely for investment.” This is the case that grew out of an 
order of the Commission directing the Pennsylvania to divest 
itself of the stock of the Wabash, found by the Commission to 
have been acquired by the Pennsylvania in violation of the 
Clayton anti-trust law. The arguments were made by Henry 
Wolf Bikle for the Pennsylvania and by Daniel W. Knowlton for 
the Commission. 

The Pennsylvania argued that the acquisition was made 
solely for investment and was therefore not in violation of the 
anti-trust law, acquisitions for investment being exempted from 
the statute. At the first argument of the case at the last term 
of court counsel devoted considerable time to the meaning of 
the word investment, but the case nevertheless was restored 
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to the docket for reargument on the words hereinbefore set 
forth. 

Mr. Bikle pointed out that the Wabash was included in the 
Commission’s complete plan for the consolidation of railroads 
into a limited number of systems and was therefore in further- 
ance of the congressional idea of consolidation when the acqui- 
sition was made and confirmed by the plan of the Commission 
promulgated after the acquisition was made. 

Mr. Knowlton argued that even admitting that the Wabash 
had been allocated to the Pennsylvania, the latter was not re- 
leased from the prohibition of the law because, as he read it, 
the law contemplated that the status of railroads would be 
maintained until the Commission gave its permission for one 
railroad to acquire another, so that the Commission, if it thought 
it necessary, could impose conditions, to be observed by the 
purchasing railroad. He suggested that if the Pennsylvania 
acquired the Wabash so as to protect itself it was acquiring it 
to protect itself from competition and that that was not for invest- 
ment. He said that if the theory of the Pennsylvania was sound 
the prosperous railroads could go out and buy up other railroads 
and by reason of their financial strength defeat one of the pur- 
poses of Congress, which was to have the Commission plan 
systems that would be of practically equal financial strength. 


FALSE CLAIMS 


“The Commission has been advised by the United States 
Attorney’s office at Boston, Mass., that Louis Freedman, who 
was convicted on April 29, 1932, of conspiring to file false claims 
with the New Haven Railroad, was sentenced on March 6, 1934, 
to pay a fine of $5,000 and to serve 18 months in the penitentiary 
at Lewisburg, Pa.,” said Secretary McGinty of the Commission. 

“Following the conviction an unsuccessful appeal was taken 
to the Circuit Court of Appeals, and later an application to the 
Supreme Court for a writ of certiorari was denied. 

“Counsel for Freedman made a strong plea for leniency but 
the court in denying that plea and in sustaining the sentence 
which was imposed at the time of the conviction, stated that 
it did not approve of the conduct of lawyers in appealing cases 
and protracting litigation in the hope of obtaining leniency after 
numerous delays. 

“This case was investigated by the Commission’s Bureau 
of Inquiry and Attorney W. J. Walsh thereof assisted the United 
States Attorney’s office in the grand jury proceeding and at the 
trial.” 


JUDGE INTERPRETS TARIFF 


The federal court for the northern district of Indiana, Fort 
Wayne division, in No. 392, Chesapeake & Ohio Railway Co. 
vs. Indiana Fibre Products Co., in which the carrier sued for 
the recovery of undercharges, has given judgment for the de- 
fendant. Judge Slick, who gave the opinion of the court that 
the fibre company had paid all it owed to the railroad, had to 
decide a tariff question as to whether the commodity shipped 
from Norfolk, Va., to Marion, Ind., between November 5, 1928, 
and April 1, 1930, was “wood pulp board” or “wood pulp.” The 
carrier sued for the difference in rates on “wood pulp board,” 
35.5 cents, and “wood pulp,” 31.5 cents. The material had been 
imported from Finland. The freight was taken from the army 
base at Norfolk. The board or pulp was used in manufacturing 
pie plates. 

The carrier, according to the judge, insisted that the do- 
mestic rate on “wood pulp board” was applicable. The fibre 
company claimed the rate on imported material was applicable. 
The court, after discussing the testimony of experts presented 
by the parties, said that there was no question but that the 
commodity was purchased and shipped in from Finland, fixing 
its character as an imported article and that its character as 
such was not changed by the necessary incidents of transpor- 
tation. The evidence of Witness Cox, traffic couselor in rhe 
case, concerning customs and rules adopted and used in inter- 
preting the tariff schedules, Judge Slick said, stood uncontra- 
dicted in the record and that the abbreviation, “N. O. I. B. N.,” 
involved in the case, must be taken under the evidence to mean 
“not otherwise indexed by name herein.” It was contended 
that the abbreviation meant not otherwise indexed by name 
in the Official Classification and not in a particular tariff. 


M. P. REORGANIZATION 


A corrected registration statement has been filed with the 
Federal Trade Commission by the Protective Committee for 
holders of St. Louis, Iron Mountain & Southern Railway Co. 
river and gulf divisions first mortgage 4 per cent bonds show- 
ing the status of loans and the interest thereon. This is in 
accordance with the promise of R. G. Page, chairman of the 
committee and vice-president of the Bankers’ Trust Co., the 
depositary named in the registration statement, now revised by 
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the corrected statement that is to substitute for that part of the 
original statement which erroneously declared that specified 
loans were in default. (See Traffic World, March 10, p. 455.) 
The corrected statement says that the two loans to which ref. 
erences were made “are not now in default and were not in 
default when the registration statement was filed on January 
26, 1934, since on January 17, 1934, an agreement had been con- 
cluded under which the payment date of the interest which had 
not been formally extended at the time the registration state. 
ment was being prepared was formally extended to May 1. 1935.” 


ILLINOIS CENTRAL CONSTRUCTION 


The Illinois Central System will spend $10,000,000 this year 
laying new rail, renewing bridges and repairing locomotives 
and freight and passenger cars, according to a program of con- 
struction, announced by L. A. Downs, president. Locomotive 
repair work is already under way. Within the next few days 
furloughed shopmen will be called back to work to inaugurate 
the car repair program. Work on track and bridges will begin 
as soon as the materials can be delivered. Approximately 2,000 
men will be added to the railway payrolls to handle this pro- 
gram, and it is estimated that the purchase of the necessary 
materials will provide employment for at least as many more in 
the supply industries. 

To finance this the Illinois Central has arranged with the 
Public Works Administration to borrow $10,000,000 on equipment 
trust certificates bearing interest at 4 per cent after the first 
year and maturing serially over a period of ten years. 


LOANS TO RAILROADS 


In Finance No. 10304, the Commission, by division 4, has 
approved a loan for $70,000 from the Reconstruction Finance 
Corporation to the Pacific Coast Railroad Co. for repairs and 
replacements to its property made necessary by damage result- 
ing from a flood. The main line extends from Seattle to 
Maple Valley, Wash. As security for the loan the Commission 
said the applicant should deposit with the RFC $400,000 of first 
mortgage 5 per cent 50-year gold bonds of the Pacific Coast 
Co., a holding company which owns all the capital stock, and 
$1,500,000 of 5 per cent notes of the Pacific Coast Railroad Co. 
The Commission found that the public interest did not require 
at this time reorganization of the company. Commissioner 
Mahaffie, however, dissenting, said a reorganization appeared 
to him to be precisely what was needed. He said the railroad 
had been drained by the holding company “to help make good 
the losses of a miscellaneous lot of other enterprises.” 

Execution of a contract under which the PWA will lend 
the Kansas, Oklahoma & Gulf Railroad Co. $255,000 for pur- 
chase of 5,186 tons of rail and the necessary fastenings and 
switches was announced by Administrator Ickes. 

The Lehigh & New England Railroad Co., in Finance No. 
10393, asks for authority to issue $1,312,000 of 4 per cent equip- 
ment trust certificates in connection with loans from PWA for 
acquisition of 250 steel box cars, 150 steel hopper cars, and 100 
flat bottom gondola cars. 

The Maine Central Railroad Co., in Finance Nos. 10394 and 
10395, asks approval of expenditure of the proceeds of loan of 
not exceeding $313,000 from the PWA for new rail and acces- 
sories, and for authority to issue notes covering loan. 

The Commission, by division 4, in Finance No. 10358, Balti- 
more & Ohio Railroad Co. public works improvement, has ap- 
proved a plan of the applicant for maintenance to its railroad to 
be financed, in part, by the PWA. The plan is to buy and install 
35,000 tons of new steel rail and accessories, at an estimated 
cost of $2,350,406. The railroad has asked the PWA for aid to 
the extent of $1,500,000, in connection with which it has filed 
an application with the Commission for authority to issue a like 
amount of 10-year 4 per cent registered serial bonds. 

The Erie Railroad Company has been authorized by Public 
Works Administrator Ickes to use $623,000 of a previously made 
allotment of $11,964,000 for converting 750 dropbottom gondola 
cars into self-clearing hopper cars. 

Mr. Ickes signed a contract for a loan of $331,000 to the 
Pittsburg & West Virginia Railway Co. for three new engines. 

The receivers of the Seaboard Air Line Railway Co., iD 
Finance No. 10385, have applied to the Commission for approval 
of a loan of from $3,000,000 to $3,500,000 from the PWA for the 
purchase of five locomotives, 1,000 50-ton box cars and 100 
phosphate cars. Equipment trust certificates are to be given 48 
security for the loan. 

In Finance No. 10386, the Boston & Maine Railroad has ap 
plied for approval of expenditure of the proceeds of a loan o 
loans aggregating not exceeding $1,550,000 from the PWA to 
cover the cost of repairs to roadway and track and signal work, 
and in Finance No. 10387, it has asked for authority, under 
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section 20a of the act, to issue notes or other evidences of indebt- 
edness with respect to the loan. 

In Finance No. 10388, the Baltimore & Ohio Railroad Co. 
asks for approval of estimated expenditure of $4,279,244 for 820 
50-ton steel gondola cars, for heavy repairs to 4,800 freight cars, 
for reconstruction of 200 automobile box cars, and for recondi- 
tioning of 240 locomotives, to be financed by a loan of $4,000,000 
from PWA, for which applicant has applied. In Finance No. 
10389, the Baltimore & Ohio Railroad Co. asks authority to issue 
$4,000,000 of ten years 4 per cent registered serial notes to the 
PWA for the loan. 

In Finance No. 10363, Lehigh Valley Railroad Co. public 
works improvement, the Commission, by division 4, has approved 
a plan of the applicant to acquire five locomotives, the acquisi- 
tion to be financed by a loan of not more than $600,000 from 
the PWA. 

The Commission, by division 4, in Finance No. 10319, Bos- 
ton & Maine Railroad notes, has authorized the applicant to 
issue $910,000 of 4 per cent registered serial collateral notes to 
be used to aid in the financing of proposed maintenance. The 
application was for authority to issue not exceeding $3,140,000 
in execution of a plan contemplating a loan of $3,330,000 from 
the PWA, to be used in repairing locomotives and other rolling 
stock, station buildings and other structures and the purchase 
and installation of 30,000 tons of steel rails and accessories. 
The authority to issue $910,000 of notes was given to cover an 
agreement under which the PWA will advance that amount 
right away. The Commission said that inasmuch as it was not 
advised as to the definite terms and conditions under which the 
remaining $2,230,000 of notes would be issued, it was necessary 
to defer action with respect to that amount of notes. 

In Finance No. 10392, the receivers of the Seaboard Air 
Line Railway Co. has asked authority to issue between $3,000,000 
and $3,500,000 of equipment trust certificates to obtain PWA 
loan for acquisition of new equipment, consisting of five loco- 
motives, 1,000 box cars and 100 phosphate cars. 

The PWA has announced the signing of a contract with 
the Boston and Maine for a loan of $2,230,000 to buy rails and 
to pay labor for laying them. 


Allotments of loans also have been announced of $3,820,000 
to the Great Northern, for various improvements, and $75,000 
to the receiver of the Fort Smith and Western for track work 
and repair of cars. 


The Commission, by division 4, in Finance No. 10273, Illinois 
Central Railroad Co. public works improvement, has modified its 
report and certificate of January 12, in accordance with a modi- 
fication of the plan of the applicant for the spending of $6,- 
210,555 to be obtained from the PWA. Instead of spending 
$6,210,555 for the repair of freight cars, it proposes to spend 
only $5,210,555 for the purpose and the remainder for repairs 
to locomotives. Instead of spending $65,000 for ties and $183,100 
for labor for applying new material and track surfacing, the 
applicant proposes to buy 248,100 ties at $1 each. 


REVENUE FREIGHT LOADING 


The American Railway Association announced March 16 
that revenue freight loading the week ended March 10 totaled 
612,402 cars. An increase of 8,265 above the preceding week, 
171,041 above the corresponding week last year, and 36,921 above 
the corresponding week of 1932. Miscellaneous freight totaled 
216,442 cars; merchandise, 166,386; grain and products, 29,748; 
forest products, 22,852; ore, 3,393; coal, 151,494; coke, 10,094; 
live stock, 11,993. 

Loading of revenue freight the week ended March 3 totaled 
604,137 cars, according to the car service division of the Amer- 
ican Railway Association. (See Traffic World, March 10.) This 
was an increase of 30,766 cars above the preceding week, when 
loadings were reduced due to the observance of Washington’s 
birthday. It also was an increase of 122,929 cars above the corre- 
sponding week in 1933 and 44,658 cars above the corresponding 
week in 1932. 

Miscellaneous freight loading the week ended March 3 
totaled 205,929 cars, an increase of 10,253 cars above the preced- 
ing week, 44,520 cars above the corresponding week in 1933, and 
9,313 cars above the corresponding week in 1932. 

Loading of merchandise less than carload lot freight totaled 
162,397 cars, an increase of 18,255 cars above the preceding week 
and 128 cars above the corresponding week in 1933. It was, how- 
ever, a decrease of 29,107 cars below the same week in 1932. 

Grain and grain products loading for the week totaled 29,098 
Cars, an increase of 1,646 cars above the preceding week, and 
1,125 cars above the corresponding week in 1933. It was, how- 
ever, a decrease of 2,273 cars below the same week in 1932. In 
the western districts alone, grain and grain products loading for 
the week ended March 3 totaled 19,061 cars, an increase of 1,849 
cars above the same week in 1933. 

Forest products loading totaled 21,530 cars, a decrease of 
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975 cars below the preceding week but 6,168 cars above the same 
week in 1933, and 1,041 cars above the same week in 1932. 

Ore loading amounted to 2,646 cars, a decrease of 565 cars 
below the preceding week, but 1,278 cars above the correspond- 
ing week in 1933 and 550 cars above the corresponding week 
in 1932. 

Coal loading amounted to 157,714 cars, an increase of 2,688 
cars above the preceding week, 63,804 cars above the correspond- 
ing week in 1933, and 62,347 cars above the same week in 1932. 

Coke loading amounted to 10,792 cars, an increase of 724 
cars above the preceding week, 5,913 cars above the same week 
in 1933 and 5,708 cars above the same week in 1932. 

Live stock loading amounted to 14,031 cars, a decrease of 
1,260 cars below the preceding week, seven cars below the same 
week in 1933, and 2,921 cars below the same week in 1932. In the 
western districts alone, loading of live stock for the week ended 
March 3 totaled 11,055 cars, a decrease of seven cars below the 
same week in 1933. 

All districts reported increases for the week of March 3 com- 
pared with the corresponding week in 1933, while all reported 
increases compared with the same week in 1932 except the 
Central, Western and Southwestern, which showed small 
decreases. 

Revenue freight loaded by districts for the week ended 
March 3 as compared with the corresponding period of 1933 was 
reported as follows: 


Eastern district: Grain and grain products, 4,725 and 5,168; live 
stock, 1,282 and 1,330; coal, 40,817 and 23,359; coke, 3,882 and 2,237; 
forest products, 1,396 and 1,062; ore, 518 and 254; merchandise, L, C. 
L., 43,078 and 42,868; miscellaneous, 52,429 and 37,363; total, 1934, 
148,127; 1933, 113,641; 1932, 131,020. 

Allegheny district: Grain and grain products, 2,708 and 2,690; live 
stock, 1,070 and 976; coal, 40,335 and 24,815; coke, 3,956 and 1,517; 
forest products, 811 and 692; ore, 227 and 187; merchandise, L. C. L., 
30,691 and 32,870; miscellaneous, 40,870 and 28,530; total, 1934, 120,668; 
1933, 92,277; 1932, 113,118. 

Pocahontas district: Grain and grain products, 260 and 290; live 
stock, 37 and 47; coal, 31,920 and 21,190; coke, 641 and 181; forest 
products, 327 and 419; ore, 37 and 49; merchandise, L. C. L., 5,325 
and 5,013; miscellaneous, 4,702 and 4,057; total, 1934, 43,249; 1933, 
31,246; 1932, 32,972. 

Southern district: Grain and grain products, 2,344 and 2,613; live 
stock, 587 and 623; coal, 19,760 and 11,180; coke, 570 and 241; forest 
products, 6,052 and 5,210; ore, 618 and 69; merchandise, L. C. L., 
29,368 and 28,443; miscellaneous, 31,282 and 28,120; total, 1934, 90,581; 
1933, 76,499; 1932, 86,980. 

Northwestern district: Grain and grain products, 7,460 and 6,578; 
live stock, 3,370 and 3,851; coal, 8,238 and 4,173; coke, 1,413 and 485; 
forest products, 7,251 and 4,392; ore, 90 and 46; merchandise, L. C. L., 
19,043 and 18,276; miscellaneous, 22,833 and 17,422; total, 1934, 69,698; 
1933, 55,223; 1932, 63,330. ‘ 

Central western district: Grain and grain products, 7,957 and 
7,405; live stock, 6,339 and 5,885; coal, 11,183 and 7,058; coke, 169 and 
136; forest products, 3,126 and 1,759; ore, 966 and 604; merchandise, 
L. C. L., 22,854 and 22,242; miscellaneous, 31,216 and 25,790; total, 
1934, 83,810; 1933, 70,879; 1932, 83,929. : 

Southwestern district: Grain and grain products, 3,644 and 3,229; 
live stock, 1,346 and 1,326; coal, 5,461 and 2,135; coke, 161 and 82; 
forest products, 2,567 and 1,828; ore, 190 and 159; merchandise, L. C. 
L., 12,038 and 12,557; miscellaneous, 22,597 and 20,127; total, 1934, 
48,004; 1933, 41,443; 1932, 48,130. 

Total, all roads: Grain and grain products, 29,098 and 27,973; live 
stock, 14,031 and 14,038; coal, 157,714 and 93,910; coke, 10,792 and 4,879; 
forest products, 21,530 and 15,362; ore, 2,646 and 1,368; merchandise, 
L. C. L., 162,397 and 162,269; miscellaneous, 205,929 and 161,409; total, 
1934, 604,137; 1933, 481,208; 1932, 559,479. 


Loading of revenue freight in 1934 compared with the two 
previous years follows: 


1934 1933 1932 
Four weeks in January ........sse6. 2,177,562 1,924,208 2,266,771 
Four weeks in February ............ 2,308,869 1,970,566 2,243,221 
Week enGed March & ...ccvccoccsecs 604,137 481,208 559,479 
WD, ok. cacsvsasckiecdsaneiwcaeiees 5,090,568 4,375,982 5,069,471 


EASTMAN AND REGULATION 
(Continued from page 492) 
‘canned’ variety were sent in. These have been disre- 
garded and attention has been confined to those which 
appeared to be an expression of independent thought and 
consideration.” 

The record compiled by the coordinator speaks for 
itself. It certainly does not support the view of those 
who haye been asserting again and again that the de- 
mand for regulation comes only from the railroads. 


STATISTICS OF RAILWAYS 


The Commission has published in permanent form its forty- 
sixth annual report on statistics of railways in the United States 
for the year ended December 31, 1932. Copies may be bought 
from the Superintendent of Documents, Washington, D. C., for 
$1.50 each. 














PAGE 518 


The Traffic World 








Influences of Freight Handling Costs 


(By Reginald Trautschold, Consulting Engineer) 


gating its freight traffic costs, discovered that, in a 280- 

mile haul, one-third of each transportation dollar was 
expended in the actual movement of the freight, one-third in 
loading the consignments on the cars, and one-third in unload- 
ing; that is, it cost exactly twice as much to handle the freight 
as to move it. The exact figures were 74 cents a ton for rail 
haulage, 74 cents a ton for loading operation, and a like amount 
for unloading the freight on the completion of its 280-mile jour- 
ney, the total transportation cost being $2.22 a ton, or sub- 
stantially one cent a ton-mile, $1.00 a hundred ton-miles. 

As this railroad is well operated, possesses fine roadbeds 
and rolling stock, and is better provided with freight-handling 
facilities than most rail carriers, this valuation of $1.00 a hun- 
dred ton-miles may safely be taken as a measure or index of, at 
present, acceptable freight service over a prescribed distance 
of 280 miles—one that may be taken as representing a standard 


of attainment of 
average or somewhat 
higher rating. The 
distance, also, is a 
fortunate one, for it 
falls well within the 
limits of hauls for 
which the rail car- 
riers are now meet- 
ing keen competition 
from truck carriers. 

It is immaterial 
whether highway 
trucks can really af- 
ford to haul freight 
over the roads at 
any such rate as 1 
cent a ton-mile, for 
a good deal of freight 
is now so handled— 
traffic that would be 
welcome to and is 
sought after by rail- 
roads. So far as the 
rail carriers are con- 
cerned, their actual 
freight haulage ccsts 
are far lower—\Y, 
cent a ton-mile, a 
rate that obviously 
could not be_  ap- 
proached by automo- 
bile traffic, with 
profit, under any 
conceivable condi- 
tions. This being so, 
it is evident that competition between rail and truck carriers 
is made possible by and because of the unduly high freight 
handling expenses commonly saddled on the railroads, exces- 
sive expenditures for loading and unloading operations. 

These latter costs are evaded in large part in truck freight 
traffic, not because loading and unloading trucks can be con- 
summated at no expense, but for the reason that compensating 
expenses are contracted as well on rail freight. These are 
charges, either in connection with deliveries of consignments 
to freight depots and terminals or, where freight cars are 
loaded direct at the shippers’ plant, by car carrying expenses 
during the time the freight cars are detained at the plant 
premises. 


O NE of the leading railroads in the east, carefully investi- 


Profits Shrink with Reductions in Haul 


Burdensome as are the rail freight handling expense im- 
posts on a direct 280-mile haul, they are not only repeated each 
time a transfer of freight takes place in transit, but they are 
much more serious on shorter rail freight routes. For example, 
on a 100-mile direct haul, the freight-handling costs remain 
about the same and the only reduction is in the expenditure 
for rail haulage. If the hauling expense a ton of freight for 
a distance of 280 miles is 74 cents, for a distance of 100 miles 
it would be only about 27 cents. Expenditures for loading 
and unloading remaining the same, the total rail transporta- 
tion costs would amount to $1.75 a ton for the hundred miles, 
or substantially 1% cents a ton-mile—a 75 per cent higher 


rate than for a 280-mile haul. 





Hand lifts displace 


The per ton-mile costs for trucking, on the other hand, 
would be similar, whether the haul negotiated was 280 or 100 
miles, so, if truck haulage can compete successfully with rail 
freight on 280-mile hauls, the railroads have little chance of 
holding similar freight business on hauls of only 100 miles or 
so—that is, if the business is based, as it usually is, on delivery 
costs. An appraisal of the profits accruing to the respective 
systems of freight transportation will demonstrate this point 
somewhat more convincingly. 

Should the profit to the railroad carrying freight 280 miles 
for $2.22 a ton amount to 10 per cent, the profit on freight 
carried 100 miles for $1.75 a ton would shrink to 3.7 per cent. 
Similarly, if a 10 per cent profit resulted from trucking freight 
the 280 miles at a $2.22 a ton rate, the profit on a 100-mile truck 
haul at a $1.75 rate a ton would expand to about 60 per cent. 
Or, if the road truck carrier was satisfied with the same rate 
of profit as obtained for a 280-mile haul, it could reduce its 100- 
mile rate from $1.75 
a ton to about 80 
cents a ton— less 
than half. Of course, 
it is questionable 
whether road trucks 
can really make a 
10 per cent profit on 
hauls of 280 miles at 
$2.22 a ton _ but, 
whatever may be 
the profit or lack of 
profit at $1.75 a ton 
for 100 miles, the 
truck can and does 
fare much better 
than the railroads 
with 74 cents a ton 
loading and unload- 
ing expense. 

This situation, or 
something like it, 
confronts many of 
our rail carriers at 
present and tends to 
defiect considerable 
freight from rail to 
truck carriers. Also, 
the established rail- 
freight rates are not 
entirely blameless, 
for even the ,ail- 
roads that could, 
perhaps, afford to 
lower their rates 
- between certain 
points, by virtue of having effected material savings in handling 
costs at specific terminals, are being underbid for business by 
less closely regulated truck carriers. The logical solution of 
the difficulties thus foisted on the rail carriers, then, is the 
general adoption of Ways and means for reducing freight- 
handling costs at all rail terminals and transfers. Only by so 
doing can reductions in established rail freight rates be made 
and justified that will place rail and truck traffic upon a sounder 
and fairer competitive basis. 


Standardization in Handling Costs 


Any such widespread movement as this would entail, as 
well as the importance of the undertaking, calls for more 
standardization in handling methods, so far as feasible, rather 
than the longer and more risky dependence on individual ex- 
perimentation. The important advances already made in he 
ducing freight-handling costs by a number of leading railroads 
having modern terminals and transfers should first be capital 
ized on. These may not be the ultimate in respect to economy 
in handling costs, it is true, but they are so much better than 
the usual run of attainments that they assure substantial sav- 
ings in rail freight traffic if they could be made general. 

The multiplicity of classes of freight and the widely dif 
ferent characteristics of the many products and commodities 
handled as rail freight complicates such standardization, many 
of the varieties lending themselves to and even commanding 
distinctive handling systems and the employment of special 
ized handling equipment for a realization of real economy, but 


stevedore trucks. 
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in the handling of that large and important class of miscel- 
Janeous freight, in less than carload lots in many instances, 
certain systems of modern freight handling may be looked on 
as representative of approved standards. These are especially 
instrumental in effecting economies in freight-handling practices. 

One such method is the substitution, where possible, of 
hand lift trucks for time-honored stevedore trucks, the displace- 
ment of which is generally conceded to effect savings in freight 
handling expenses of up to 60 per cent. Another is the em- 
ployment of modern power lift trucks and types of industrial 
trucks, and, where much box car freight is moved, a third sys- 
tem that can now be considered fairly well standardized makes 
use of tractors and trailers. Local conditions, terminal require- 
ments, and facilities determine which of these should be em- 
ployed for handling miscellaneous freight, naturally, but where 
suitable one and all effect marked reductions in freight handling 
costs. 


Table 1—Savings with Electric Industrial and Lift Trucks 


Ry. Handling Cost Reduc- 


Saving tion—Per Cent 

Operations reduced 

from 200 to 10 

Scrap Reduction—67c 

to 27c per ton 

Operations reduced 

from 175 to 7 

Reduction—88ec 

to 32c per ton 


Brake beams 


Mise, freight 


Fght. at 2 term. 


Mean cost reduction 


Table 2—Savings with Electric Tractor-Trailers 


Cost Reduc- 
Saving tion—Per Cent 
500 tons outbound Reduction—64c 
to 34c per ton 
Reduction—$1.20/$1.50 
to 93c per ton 
Reduction—$1.00 
to 47c per ton 
Reduction—49c 
to 35c per ton 


Handling 


Misc. freight 
Nitrate of soda 


Misc. freight 


Mean cost reduction 





Table 1 lists some typical and specific attainments in 
effecting economies by virtue of employing electric industrial and 
lift truecks—modern freight handlling tools in modern rail ter- 
minal freight handling service. Table 2 lists results obtained 





Electric lift trucks simplify handling heavy loads. 
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Electric tractor leads loaded trailers to car doors. 


at other well planned rail freight depots with electrically pro- 
pelled tractor-trailers. Both listings, incidentally, record sav- 
ings in handling varieties of miscellaneous freight differing 
considerably in character. 

A good deal of variation in degrees of cost reductions are 
apparent from these records and the savings attributable to 
the use of tractor-trailers do not appear as attractive as those 
realized through the employment of lift trucks, but existing 
conditions were by no means similar at the different terminals 
and in no two cases, probably, were former conditions directly 
comparable, The less marked economies placed to the credit 
of tractor-trailers are especially misleading, as such systems 
under favorable operating conditions are likely to be distinctly 
economical, but this may be explained in part by the fact that 
tractor-trailers frequently replace meritorious systems that have 
already effected marked improvements over still earlier handling 
methods; that is, the tractor-trailer results represent extra re- 
finements, rather than total refinements. 

In general, these various systems of freight-handling, when 
well planned and properly adapted to the services required— 
the system fitted to the job and operated with good judgment— 
usually effect cost reductions in handling freight of 60 per cent 
or more. Confirmation of this is evidenced in the many in- 
stances in industrial plants and warehouses where tractors 
operating with trailers and other types of conveyances have not 
only proved to be valuable tools in handling operations, but 
where the economic possibilities of such handling systems have 
been developed somewhat further than they have as yet in 
freight traffic service. For example, at the Westland Warehouse 
and Storage Company, Los Angeles, Cal., the use of an electric 
tractor and a special dolly jack in moving automobiles from 
railroad cars to storage, and vice versa, effects a cash saving of 
between $3,000 and $4,000 a year and cuts down operating han- 
dling time fully 80 per cent. 


Electric Versus Gasoline Units 


The foregoing statistics all mark attainments, under the 
existing conditions, effected by electric units, trucks, and trac- 
tors, actuated by the rugged and dependable nickel-iron-alkalene 
storage bafteries that have played such a prominent part in the 
electrification of industrial vehicles. However, modern freight- 
handling trucks and tractors of similar design and of as great, 
or greater, capacity are now obtainable operated by efficient 
gasoline motors. The rivalry between these electric and gas 
units, incidentally, has grown exceedingly keen and a selection 
between the two general types has now become a mattter well 
deserving careful investigation. 

In the March 3, 1934, number of The Traffic World, tables 
were presented indicating, so far as economy in operating costs 
are concerned, that the records of modern gasoline propelled 
units may be a shade the better. The statement was also made 
that the investment entailed for an electric unit provided with 
a spare battery was about double that involved in the pur- 
chase of an equivalent gasoline tractor. Such intimations, nat- 
urally, invite comment from those qualified to advance opin- 
ions, so attention is now directed to the following itemized cost 
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tables released by a pioneer in storage battery transportation 
(Edison Storage Battery Company)—statistics which appear 
clearly to favor the electric units. 


Table 3—Investment Entailed 


Electric 
Tractor 
$1,800.00 
1,368.50 
248.86 
200.00 


Gasoline 
Tractor 
Chassis $1,500.00 
Battery 
Extra battery (pro rata) 
Charging equipment (pro rata).. 


$1,500.00 $3,617.36 


Table 4—Fixed Charges 


Electric 
Tractor 


Gasoline 
Tractor 


Depreciation on chassis— 
10 per cent 
26 per cent 
Depreciation on battery (13%).. 
Extra battery 
Interest, taxes, etc 
Greasing, repairs, etc. ......... 


$ 180.00 


Totals—Per year 
(3,120 serv. hrs.) 
Per hour 


Table 5—Net Operating Costs 


Electric 
Tractor 


Gasoline 
Tractor 
Fixed charges— 
(40.5 hours on test) 
(60.5 hours on test) 
Gasoline and oil 
Charging batteries 


25,566.9 
$0.000807 


Ton-miles hauled 
Cost per ton-mile 


Analyses of Costs 


While these two sets of statistics, those previously pub- 
lished and those now presented, do not lend themselves readily 
to direct comparison—chiefly because the earlier figures did 
not take into account fixed, or carrying charges, except by in- 
vestment implications and the present listings do not take into 
account operating labor and maintenance expenses, the former 
being held to the same for either type of tractor and the 
latter unnecessary, as both tractors were new when the re- 
corded tests were made—analyses of the respective expenses 
are, nevertheless, pertinent. However, before taking up an ex- 
amination of certain of the expense items governing the test 
appraisals, the fact might be mentioned that the electric trac- 
tor equipment not only entailed almost a 250 per cent greater 
initial investment, but the electric tractor unit was the larger 
and hauled more than four times the tonnage in only 50 per 
cent more hours than the gasoline tractor worked under test. 

The fact that the electric tractor equipment cost almost 
two and a half times as much as the gasoline tractor centers 
attention on Table 4 (fixed charges) where, despite the con- 
siderably higher expenditure for electric equipment, the recorded 
findings place the carrying charges on the much cheaper gaso- 
line tractor at 7 per cent more than the fixed charges on the 
electric equipment. This is because the rate of chassis depre- 
ciation for the gasoline unit is placed at more than two and a 
half times the rate for the electric tractor, lubrication and re- 
pair expenses for the smaller and less frequently used tractor 
are placed at more than double those for the larger machine 
subjected to much heavier service for longer hours, and the 
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fact that the tires for the smatler gasoline unit, which dig 
only a quarter as much work under test as the electric unit, 
are entered as being twice as expensive. Were these partic. 
ular items no heavier proportionally for the gasoline unit than 
for the electric tractor, it is evident that the fixed charges on 
the gasoline tractor would be, under the test conditions, only 
about half as great as those on the electric unit, instead of 
being, as recorded, 7 per cent higher. 

Such an alteration in fixed charges, especially if the two 
tractors were worked equally hard and their respective accom. 
plishments more on a par, would have marked influence on net 
operating costs, bringing the ton-mile computations to much the 
same figure. Under such circumstances, which, with modern 
quality gasoline tractors, advocates of such units claim can 
readily be realized, the ton-mile costs presented here and the 
day and year costs presented in these pages March 3 would be 
found to be quite similar. 

These comments are advanced, however, simply to focus at- 
tention on the character of investigations the careful seeker 
after substantiating evidence should undertake. Doubtless 
electric units are preferable in some cases and gasoline units 
in others, but what is certain is that, with the assistance of 
these mechanical devices, when they are wisely chosen and 
operated with good judgment, a lowering of customary freight 
handling costs by about 60 per cent can be realized. Under 
suitable conditions, attainments of this order can be effected 
by hand lift trucks, by power lift trucks, and by tractor-trailer 
systems engaged in miscellaneous freight handling service. 

With the skillful use of these freight handling tools made 
general, the competition between rail and truck freight traffic 
on direct hauls of about 100 miles need be no more unequal 
than that which exists at present on direct hauls of almost three 
times as far. The paralyzing burden of needlessly high han- 
dling costs now generally imposed on rail carriers seeking prof- 
itable short haul consignments of freight would be greatly re 
duced. The attainable 60 per cent decrease in handling costs 
at freight terminals and transfers suffices to place short haul 
rail and truck freight traffic on a fairly competitive and much 
sounder cost basis. 


STORE-DOOR DELIVERY 


At the request of the complainant, the Commission in No. 
26283, Motor Truck Club of Massachusetts, Inc., vs. Boston & 
Maine, has decided to issue a subpoena upon John W. Rimmer, 
of the Boston & Maine, to produce records for use in this case 
showing the number of freight stations on the Boston & Maine; 
the number of stations at which door-to-door service is per: 
formed and the average truck load guarantee by pounds, trans- 
ported between railroad terminals and consignees’ doors. 

The club in its request for subpoena duces tecum asks that 
Mr. Rimmer be required to produce records showing in addi- 
tion to the data mentioned the following: The average truck 
load quantity by pounds transported between railroad terminals 
and store-doors; the distances between rail terminals and store- 
doors at ten representative municipalities; and, the wages paid 
the chauffeurs, hours of labor a day employed, the character 
of work such employes perform, and the wages of the persons 
employed by those under contract to perform store-door serv- 
ices for “this motor truck or extension service.” 


The truck club in its complaint alleging violation of the 
first three sections of the interstate commerce act by reason 
of the so-called store-door delivery of the Boston & Maine, as 
serted, among other things, that the furnishing of store-door or 
door-to-door transportation by the subsidiary of and others em- 
ployed by the Boston & Maine at rates and charges which were 
less than compensatory prevented or interfered with the stabili- 
zation of rates and charges by complainant’s members and cre 
ated destructive and uneconomic competitive conditions as be 
tween the competing transportation services, and that it was 
only through flagrant disregard of the interests of its share 
holders that the Boston & Maine created such destructive or 
cutthroat competition; and that similar disregard of the interest 
of its shareholders had been demonstrated in respect to many 
“other services which it had performed without fair remuneration 
therefor. 

Continued sustained growth in the extent to which store 
door collection and delivery of less than carload freight on the 
Pennsylvania Railroad is being utilized by the public is indicated 
in a report issued by Walter S. Franklin, vice-president in chargé 
of traffic, showing the results for the first three months. 

In February the total number of collection and delivery 
shipments handled on the Pennsylvania, as indicated by the 
less than carload waybills issued, rose to 90,123. This compares 
with 76,484 in January, and 44,380 in December, 1933, the initial 
month. It is notable, Mr. Franklin points out, that the shor! 
month of February, with only 28 days and two holidays, more 
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than doubled the record of December, and was nearly 18 per cent 
ahead of January, which had three more days and one less 
holiday. 

In December the collection and delivery shipments ac- 
counted for 13 per cent of the total less than carload waybills 
issued. In January this rose to over 21 per cent, and in Feb- 
ruary it exceeded 25 per cent. In other words, after three 
months of the new service, more than a fourth of all of the less 
than carload shipments now being handled by the Pennsylvania 
specify collection and delivery. 

A factory-to-store-door service was begun by the Chicago 
and North Western Railway, March 14, for the movement of 
automobiles from the factory in Janesville, Wis., to dealers in 
Chicago. It is said to be the first factory-to-dealer service in- 
stituted by any railroad for the transportation of automobiles, 
the bill of lading providing for the complete service. The Rail- 
way Express Agency and a commercial trucking company, under 
the arrangement, load and unload the automobiles from the 
rail cars and deliver them to the dealers. It is estimated that 
twenty carloads a day will arrive at the Wells Street terminal 
of the North Western for delivery to dealers in the Chicago 
district. 





INTERSTATE FREIGHT CARRIERS 


At a general meeting of the Interstate Freight Carriers’ Con- 
ference, at the Los Angeles Chamber of Commerce, last week, 
the following officers were re-elected: Robert V. Hardie, presi- 
dent; J. R. Thompson, vice-president; Mark Grable, second vice- 
president; E. Everett, Jr., secretary and treasurer. In addi- 
tion to the officers, directors are: Gus Somlyo, G. C. Lebeck 
and M. P. Buzzell. 

Under the leadership of Mr. Hardie, who is operator of 
Western Truck Lines and Arizona Western ‘Truck Lines, a gen- 
eral review of the trucking code, as approved, was made and a 
committee appointed to build up a tariff of uniform rates and 
practices to be adopted by all interstate carriers. One of the 
new rules to be strictly observed is that a careful inspection of 
all trucks engaged in interstate hauling must be made before 
the trucks will be permitted to leave local terminals. 


USE OF HIGHWAYS 


The American Association of State Highway Officials has is- 
sued a report entitled, ““Who Shall Use the Highways and How.” 
It says it is not the total weight the heavily-laden motor vehicle 
carries, but how it is carried, that should interest lawmakers 
who are concerned with protecting the country’s roads and 
bridges. It says further that the stress on roads is governed by 
wheel loads and that, with a given load, strain on bridges is 
lessened if vehicle length is increased. The association rec- 
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ommends that each of the states provide wheel load limitations 
for roads and a gross weight formula for bridges which will 
allow heavier loads on longer vehicles up to a certain point. 


IMPROVEMENT OF HIGHWAYS 


More than 700 federal-aid highway projects, financed by a 
PWA allotment of $400,000,000, had been completed, and 3,686 
other road projects were under construction, according to reports 
received by Public Works Administrator Harold L. Ickes from 
the United States Bureau of Public Roads. The administrator 
was informed that 6,351 federal-aid highway projects in every 
state, estimated to cost $321,638,000, had been advertised for 
contract, begun by day labor employed directly by state high- 
way authorities, or completed, as of March 3. The work under 
construction, estimated to cost $216,291,000, was giving regular 
direct employment to 110,487 men. Probably twice as many 
more were benefiting indirectly, it was stated. 

The reports showed that throughout the country road work 
advertised for contract or started by day labor involved 75.3 
per cent of the $400,000,000 highway allotment, 


TEXAS FRUITS AND VEGETABLES BY TRUCK 


More general use of motor trucks for the transportation of 
fruits and vegetables to distant markets, particularly of the 
north and east, is proposed, if arrangement can be made to over- 
come the present truck-load limit of 7,000 pounds, as fixed by law 
in Texas. An investigation of the truck situation with reference to 
the interstate movement of the products of the lower Rio Grande 
Valley and other districts of south Texas is being made by 
Martin Malloy, of the Texas division of Transportation Engi- 
neering and Management Company, of St. Louis, Mo. He points 
out that large transport trucks with a capacity of fourteen tons 
are operated to the Texas line but cannot come into the state 
because of regulations limiting loads to 7,000 pounds. Truck 
interests are hopeful of an increase in this limit but see no 
possibility of more than five-ton loads being allowed. 

This situation could be met by having smaller trucks carry 
produce to the Texas line, where it would be loaded on the 
transports, Malloy said. Economy of operating small trucks 
directly to the distant markets is debatable, but local shippers 
believe it is favorable. The freight rate saving is not the only 
factor to be considered, Malloy said. The brokerage fee of 
$25.00 a car is not a small item that would be saved. Not only 
that, but the produce would bring a higher price than when sold 
at home, a profit that would go to the grower, he said. It is 
indicated there will be a serious attempt to ship valley fruits and 
vegetables on a large scale by motor trucks by the growers 
themselves, if not by established lines, 
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NO TRUCK REGULATION 


Editor The Traffic World: 

Now that regulation of the trucks is definitely before us, 
let’s hope the shippers and taxpayers of the nation consider 
i twelve reasons why there should be no regulation 
of trucks: 


1. Regulation is the forerunner to government ownership. Ger- 
many, Belgium, Italy, and others have gone from regulation to owner- 
ship, the same as this nation will ultimately get to ownership of the 
railroads. 
thi 2. Regulating any utility means protecting it through thick and 

nh. Witness the emergency charge as increase during depression. 
Your plea for equality in regulation. 

3 Regulation implies watchfulness and great expense. Seven 
million to regulate 300 railroads. How much for regulating 5,000 truck 
companies? 
™ 4. Costs of regulating fall upon consumers and taxpayers. The 
rag being great, a severe grievous abuse of power directly burdening 

€ taxpayers should be cured by such regulation. 

‘ 5. Regulation should be resorted to to relieve the people and not 

° protect or sustain an industry which, in certain fields, is inferior 
and surpassed. 
én 6. Regulation implies monopoly and protection. Industrial trucks 
— with common carrier trucks with the same equipment and the 
ia ° roads. Will you ask for regulation of private trucks to equalize 

Sulation once placed on common truck-carriers? 
aon Regulation is unnecessary where users can easily avail them- 
par €s of the utility to be regulated. Electric power and light com- 

ues would not need to be regulated if each consumer could supply 
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his own light, heat and power for a nominal sum, as industry can 
supply itself with trucks. 

Regulation regulates progress. Progress evolves, the best is 
never planned. 


Think it over. 
E. J. Theisen, 
Consulting Traffic Manager. 
Weehawken, N. J., March 12, 1934. 


FOR TRUCK REGULATION 


Editor The Traffic World: 

The report of Coordinator Eastman covering the subject of 
regulation has now been presented and with it bills definitely 
regulating that portion of transportation that has, until this 
time, been permitted to run with no regard to stability or to 


seeking to operate so that such service will give additional] facil- 


ities for serving the public, instead of unethical competition to 


such carriers that are forced to operate under regulation. 


A great number of leading truckmen assembled in Wash- 


ington and formed the American Highway Freight Association 
for the one definite purpose of preparing a bill that would regu- 
late their operation and which would be in the public interest. 


Before the bill was presented to the Senate, President Rooge- 


velt appointed Commissioner Eastman to make a study of all 
transportation and to make report to him with his recommenda- 
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tions. Before’ such report was made, Chairman Rayburn pre- 
sented Bill No. 6836, which was practically identical with the 
bill sponsored by the AHFA with the assistance of all other 
interested parties, including the National Association of Rail- 
road Executives, state commissioners, traffic leagues, etc. A num- 
ber of truck operators favored this bill and, while a great many 
others favored such legislation, they held back from voicing 
approval entirely because the recommendation of Mr. Eastman 
had not been presented. 

At the same time this bill was being considered, the NRA 
and the new truck association were holding meetings to prepare 
a code under which truckmen would operate, one group of oper- 
ators believing self regulation would solve the difficulties, while 
a great many others have felt that, until such time as trans- 
portation regulation covered the entire transportation field, and 
not only the rail carrier, real harmony could not be attained. 
The thoughts of these two groups are operating from different 
viewpoints. The code will perhaps iron out many of the dif- 
ferences existing among the truck operators, particularly be- 
tween the drayman and the line haul operator. The drayman 
has, in the past, flourished mainly by the work from the freight 
station to the customer’s door, and he has seen a great part of 
such work taken away by the line haul operators. This has 
caused ill feeling in the trucking field, and the drayman has not 
responded to the demands of code regulation unless his position 
was Clearly defined and terminal charges sufficient to make his 
operation again a profitable one be included in such code, and 
that such charges be imposed on line haul operators in addi- 
tion to line haul rates. 

The other group look at truck transportation only as one 
spoke in the entire wheel and is anxious so to regulate all 
transportation that their service will be coordinated with the 
other existing lines. It has always been the view of the writer 
that there is a place for line haul truck operation, but that it 
only exists for the handling of L. C. L. freight, over routes not 
greater than 250 miles, this being overnight service. When 
truck operation becomes such that routes require two or more 
days, the service is distinctly a duplication of rail service, and 
then L. C. L. freight is not solicited, but carload freight. 


Naturally, many truck operators do not agree with the above 
and I certainly do not expect them to, but I do know that a 
vast majority of truck operators want fair and uniform regula- 
tion that will definitely put us in our place and keep us there. 
We will then be a service to the public, and will work in 
harmony with the other forms of transportation. 


I have never felt the fear, so often referred to by the 
NACC and Highway Users Conference, that the rail carriers 
seek regulation of our industry from selfish purposes. I know 
that all differences can be ironed out by meeting them and ad- 
justing such differences. There is no reason to believe that the 
I, C. C. will be rail minded. If we have no more faith in national 
officials than that, we have surely degenerated to a very low 
level of government. For some reason the NACC has assumed 
the role of dictator for us operators, and I have always resented 
it. They have no right to speak for the operator any more than 
the American Car and Foundry has of dictating the operating 
policies of the rail carriers. In the conference between the rail- 
road executives and the Highway Users’ Conference they failed 
to appoint one practical for-hire operator, and quite naturally 
did not agree. They state that they will accept regulation “If 
and when in public interest” but they do not state who is to 
determine that “IF” and “WHEN” and I have the right and 
the nerve to claim that they alone expect to be the judge. 

Coordinator Eastman has now made his report, and with 
it has submitted bills that will regulate all carriers, and this 
bill varies but slightly from the Rayburn bill, and I am of the 
firm opinion that through strict regulation we can find our place 
in the field of transportation far quicker than through the code. 
To have approved the Rayburn bili before the Coordinator made 
his recommendation,, after his exhaustive study of same, would 
have, to my mind, been premataure, as more certainly the code 
was carefully studied along with regulation under the I. C, C. 
and might have been accepted as the beginning of regulation 
for a time to enable further study. The code could only be a 
success if from it definite legislation was obtained. 

The coordinator not only clearly explains the need of regu- 
lation for all transportation but he takes the rail carriers to 
task for devoting so much time to howling about non-regulated 
competition and so little time to seeking to correct their own 
evils, such as heavy cars, waste, etc., and if that shows being 
rail minded then I certainly cannot understand what being open 
minded means. I most certainly believe that the country should 
accept the coordinator’s recommendation and pass the laws as 
quickly as possible and I will surely do all I can to assist in 
that acccomplishment. 

John R. Bingaman, 
Bingaman Motor Express Co., Inc. 
Reading, Pa., March 12, 1934. 
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GOVERNMENT VS. PRIVATE OWNERSHIP 


Editor The Traffic World: 

I have read your editorial on “Government Ownership” on 
page 395 of The Traffic World, March 3 issue, and wish to say 
that it is indeed a masterly article. 

You are absolutely correct as to educating railroad labor 
to understand that government ownership and operation would 
not be to its advantage. You might also have said that, as long 
as railroad labor is allowed to dictate the policies of the rail- 
roads as to consolidation of duplicate facilities, such as the 
duplication of solicitation and station forces in the large cities, 
private ownership cannot succeed. 


Coordinator Eastman’s hands are tied by Congress under 
the present law and he cannot do anything about it; however, 
everybody knows that millions of dollars can be saved by the 
consolidation of such facilities, as well as by a reduction of some 
of the abnormal salaries paid to high officials, but since the 
coordinator’s hands are tied he cannot effect the saving by the 
consolidation of these facilities and by cutting out all, or prac- 
tically all, solicitation, on the ground that it would cut the 
payrolls, which must not be done under any circumstances, it 
seems better to default on bonds and other railroad debts rather 
than cut the payrolls. 

Government ownership would be a good thing for the 
general public, provided the railroads were operated with the 
same efficiency as is the postal department. If so operated the 
rates could be cut in half and enough net earnings made after 
this cut to enable the government to pay off the cost of the roads 
in twenty-five or thirty years. 


If the government should take over ownership of the rail- 
roads, I would suggest it be done by the issuing of 50-year 
bonds, payable at government option after twenty-five years, 
bearing not over 4 per cent interest and secured by the railroad 
property itself and backed and guaranteed by the government. 

I believe if the government would take over the railroads 
under the above stipulation and, as stated, operate them as 
economically as it now operates the postal department, and 
not be dictated to by the unions, no more at least than they 
are now by union postal workers (and the postal employes are 
well organized at the persent time), it could, as stated, not only 
reduce rates, but pay the properties out in twenty-five or thirty 
ears. 

. C. W. Harris, Traffic Manager, 

Fort Worth, Tex., March 7. Burrus Mill and Elevator Co. 


FOREIGN TRADE CONFERENCE 


The fourteenth annual Middle West Foreign Trade and 
Merchant Marine Conference will be held at the Book-Cadillac 
Hotel, Detroit, March 20. The program includes a morning and 
afternoon session, luncheon, and dinner. Participating in the 
conference will be the American Manufacturers’ Export Associ- 
ation, Detroit Board of Commerce, Detroit Association of Credit 
Men, Export Club of Detroit, and the Middle West Foreign 
Trade Committee. Among the speakers will be Henry H. 
Heimann, director of the Shipping Board Bureau, Department 
of Commerce, whose subject will be “The Rehabilitation of 
the American Merchant Marine”; Harry Tipper, executive vice- 
president, American Manufacturers’ Export Association, who 
will talk on “The Economic Fundamentals Underlying the New 
Foreign Trade Setup”; Franklin Johnson, editor, American Ex- 
porter, on “Recent Trends in Foreign Marketing”; Dr. Wallace 
McClure, chief of the treaty division, Department of State, on 
“New Developments in Latin American Trade,” and Dr. Henry 
J. Willmes, director, foreign trade school, University of Detroit, 
whose subject will be “The International Situation as It Affects 
Financing Exports.” 


NORTH ATLANTIC PASSENGER TRAFFIC 


Progressive and drastic declines in North Atlantic passenger 
traffic have taken place in the last five years, according to a 
report from Vice Consul F,. Willard Calder, Southampton, made 
public by the Commerce Department. 

While the report covers only passenger traffic embarking 
from the port of Southampton for the westbound run, Calder 
states that this traffic probably shows a fairly accurate picture 
of the general position as regards the North Atlantic passenger 
traffic as a whole. 

The total number of passengers embarking at Southampton 
in the calendar year 1933 for United States ports was 34,073, 
a decrease of nearly 9 per cent as compared with 1932 and more 
than 53 per cent as compared with 1929. 

With the exception of one American company which actually 
showed a gain in 1933 over the preceding year, all other steam 
ship companies operating from Southampton showed losses 12 
their passenger traffic in 1933, the report shows. 
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Ocean Shipping News 





INTERCOASTAL INVESTIGATION 


The Traffic World New York Bureau 


UBJECT (g) of the Shipping Board Bureau’s order, concern- 

ing removal, in whole or in part, of differences in the aggregate 
of rail and water rates and other charges through different ports, 
was taken up at the session of the bureau’s investigation into 
the intercoastal steamship trade on March 8. 

Chairman R. C, Thackara, of the United States Intercoastal 
Conference, described the practice of port equalization under the 
tariffs of the member lines of the conference, by which the dif- 
ference in the rail rates from a specified point of origin to two 
ports is absorbed by an intercoastal carrier into its ocean rate. 
The practice, he said, is allowed on a few commodities on west- 
bound traffic only and the maximum equalization between two 
ports is 8 cents a 100 pounds. 

John W. Chapman, vice president of the Panama Mail service 
of the Grace Line, described the practice as carried out by his 
company. They equalize the rate between ports where it is 
9 cents a 100 pounds or more and the equalization is restricted 
to commodities specifically named in their tariff, he said. Under 
questioning by Examiner De Quevedo he said that on steel 
shipments they equalize only up to 250 tons a steamer. If a 
shipment of 250 tons were offered they would equalize the rate, 
but if a second shipment were then offered they would refuse 
to equalize, and this would be done on the principle of first come, 
first served. He later explained that 250 tons is the amount 
they are desirous of getting as deadweight cargo for “stiffening” 
in their four new liners,.in order to make them ride better. On 
iron and steel articles he said the maximum port equalization 
allowed was 6 cents, instead of the 3 cents maximum for other 
commodities, and the maximum lengths they could take in their 
steamers was 40 feet, 

In reply to a question by the examiner, Mr. Chapman said 
he did not consider it impossible for the board to police the 
proper application of the port equalization rule. In computing 
port equalization, he said, they refer to the rail rates from the 
point of origin of the shipment to the various Atlantic coast 
ports and equalize against the lowest of these rail rates for 
the port through which the shipment is to move. The board 
could check on the practice by maintaining file copies of the 
railroads’ tariffs, he thought. Without the port equalization 
rule, traffic would flow through the port whose combination 
rail-water rates were the lowest, he said. The practice merely 
gives a shipper more routes to use for his traffic, but does not 
benefit him otherwise, as the absorption through the port equali- 
zation rule merely adjusts the difference in the rail rates be- 
tween two ports and the point of origin, by taking up that dif- 
ference in the ocean rate, he explained. 

Asked why the rule was not applied on eastbound traffic, 
the witness explained that the bulk of this traffic is destined 
to points near the Atlantic seaboard ports, while westbound 
traffic originates in a very wide area outside these ports. The 
Grace Line considers application of the port equalization rule 
more economical than to extend direct service to other Atlantic 
ports, through which the traffic would flow if equalization were 
not permitted. The line serves only New York and Philadelphia 
on the Atlantic coast. 


j New York, he said, is generally the port which takes the 
higher rail rate from Central Freight Association territory. The 
rate to Philadelphia is slightly lower, as is that to Baltimore, 
while Boston is generally the same and the Norfolk rates vary, 
Sometimes higher, in some cases lower or the same. 


At this point the examiner asked Roscoe G. Hupper, counsel 
for the intercoastal conference, if practices under the port equali- 
zation rule would be similar to those of the Grace Line for the 
other intercoastal conference member lines, with the view that 
Mr. Hupper might make a stipulation of concurrence by the 
others with Mr, Chapman’s testimony, thereby conserving time. 
He emphasized, however, that he would hear from any interested 
Party who had reason to believe that these practices differed 
In the case of other conference lines. 

H. W. Warley, vice president of the Calmar Line, objected 
and said he thought the rule was widely applied as to the way 
the tonnage moves, whether by rail, truck, lighter, or under its 
Own power. 

Wilbur La Roe, counsel for the Port of New York Authority, 
questioned Mr. Chapman to further clarify the difference be- 








tween east and westbound movements in regard to port equali- 
zation. 

Answering a question by Mr. La Roe, the witness said they 
never equalized a rate down to a rail rate which is not duly 
filed with the appropriate authority. He said they had con- 
sidered equalizing truck rates but had turned it down because 
there was no stability on trucking rates. 

In arriving at the list of commodities to which the port 
equalization rule is applied (about 12 per cent of the tariff 
items), Mr. Chapman said they had made a survey of the traffic 
moving westbound. 

Port Equalization Policy 


At the outset of the afternoon session a private parley of 
the intercoast’al conference lines was held, following which Mr. 
Hupper announced he was authorized to state for the member 
lines (with one exception, the Arrow Line, whose representa- 
tive was not present and from whom he expected a concurrence 
would be forthcoming), that in respect to all ports except Al- 
bany, the practice of all lines in the conference on port equali- 
gation was substantially the same as that described by Mr. 
Chapman, in applying the rule to “P. E.” items in the tariff with- 
out limitation with respect to the territory the merchandise 
came from or the ports out of which the equalization was made. 
Application was always subject to tariff terms, he added. 


In regard to Albany, Mr. Hupper continued, the status there 
was not entirely certain in the minds of all the lines. Appar- 
ently there were some variations with respect to Albany, de- 
pending on the way the various carriers used the rule, he 
said, and it was not a uniform practice to equalize on all “P. E.” 
items. Some lines applied it on some items but not necessarily 
on all. 

Mr. Hupper answered a question asked by R. T. Mount, 
counsel for the Calmar Line, to the effect that equalization by 
the conference lines did not apply to truck movements, move- 
ments of cargo under its own power or on lighterage movements. 
Railroad lighterage in New York harbor did not enter the 
question, he added. 

Major F. W. S. Locke, vice president of the Nelson Line, 
was called to the stand and was questioned at length by H. J. 
Wagner, of the Norfolk-Portsmouth Port Traffic Commission, on 
equalization, with particular reference to traffic moving through 
the ports of Norfolk and Charleston. Major Locke testified that 
the Nelson Line does not equalize between these ports because 
they do not care to drive cargo out of its natural territory. 


E. J. Karr, traffic amnager of the Calmar Line, described the 
equalization practices followed by his line. He read the section 
of their tariff which covers port equalization, showing that it 
was not applied unless the ocean rate was 9 cents a 100 pounds 
or over. For an ocean rate of more than 9 cents and less than 
50 cents, he said, they absorbed a maximum of 3 cents from the 
rail rate. Between 50 cents and $1.00 it was a maximum of 
5 cents, over $1.00 it was 10 cents. 

The Calmar Line applied equalization on eastbound as well 
as westbound traffic, he stated, and did not limit it to rail traffic. 
The equalization on truck or lighter traffic or that moving under 
its own power is measured by the rail rate. Under question- 
ing by Mr. La Roe, he said that there would be no point in apply- 
ing equalization except for the competitive factor involved. He 
admitted in reply to Mr. Hupper that his line’s rule was broader 
in application than the conference rule. 


Mr. Karr also said that they equalize on all commodities 
and not on a specified “P. E.” list. He said they apply the rail 
rate even in the event that a shipper has his own service, in 
determining the amount of absorption. He said they apply the 
rule in both directions at Atlantic ports because they find the 
eastbound traffic competitive. They allow no port equaliza- 
tion at Pacific coast ports, he added. 

E. J. Martin, traffic manager of A. L. Burbank and Company, 
agents for the Shepard Line, said they sometimes applied port 
equalization under their tariff on all cargo westbound. They 
rarely applied it, however, except at Philadelphia as against 
Baltimore and Norfolk, he said. They also apply it on truck 
business but less than 1 per cent of their port equalization is 
on this kind of cargo. In the case where a shipper has his 
own trucks they allow equalization on the basis of actual cost, 
according to the shipper’s statement, if it is greater than the 
rail basis. No port equalization was applied eastbound and 
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there was no territorial limitation on the point of origin, he 
added. 

Mr. La Roe said that the Port of New York Authority fa- 
vored the port equalization principle, and that it was his purpose 
to learn whether there was an attack on the principle contem- 
plated by witnesses. He referred to a letter of complaint filed 
with the Shipping Board Bureau by Charles R. Seal, of the Balti- 
more Association of Commerce. Mr. Seal said that for the 
purposes of the present testimony he was not attacking the 
principle of port equalization. 


Subject | 


Upon the conclusion of testimony on subject (g) the ex- 
aminer proceeded to subject (i), of the Shipping Board Bureau’s 
order, concerning the non-performance of services which, by 
proper tariff provisions or otherwise, they hold themselves out 
to perform. The examiner announced that Docket 114, Lucken- 
bach Gulf Steamship Company, Inc., vs. Calmar Steamship Cor- 
poration, involving charges that the Calmar Line does not serve 
ports named in its tariffs, would be considered jointly with 
subject (i). 

At the session on March 9, subject (i), non-performance 
of services, which, by proper tariff provisions or otherwise, 
the carriers hold themselves out to perform, was taken under 
consideration at the opening of the hearing. After represent- 
atives of the carriers had successfully furnished information on 
the ports of call served by their respective lines, Docket 114, 
Luckenbach Steamship Company, Inc., vs. Calmar Steamship 
Corporation, which comes under the provisions of subject (i), 
was taken up. This involves charges that the Calmar Line does 
not serve ports named in its tariffs. 

Frank Lyon, counsel for the Luckenbach Gulf Steamship 
Company, stated that it is the policy of the Gulf Intercoastal 
Conference that carriers have no right to publish rates unless 
they operate on regular routes. He said that his company’s in- 
formation is that the Calmar Line does not operate on a regular 
route between gulf and Pacific coast ports and that they allege 
that the Calmar has no authority to file tariffs covering this 
service. 


H. W. Warley, vice-president of the Calmar Line, took the 
stand and named the gulf ports set forth in the line’s tariff. 
Under questioning he said they would send a vessel to gulf ports 
if sufficient cargo offered. They have not yet served any gulf 
ports but it was their intention to solicit cargo from such ports 
when they were placed in the tariff and it was still their inten- 
tion, he added. He stated that the line has vessels in operating 
condition which it could use in a gulf service and will use them 
if the cargo offers. 


Asked by Examiner De Quevedo about obtaining berthing 
space at gulf ports, Mr. Warley said he believed it would be very 
easy, although they had not definitely made any such arrange- 
ments. They would not divert one of their ships now in service 
between the Atlantic and Pacific to go into the gulf en route, in 
all probability, he thought, for if a large enough block of cargo 
to warrant the service were offered they would take a ship out 
of layup on the Pacific coast and use it for the gulf trade. It 
would not necessarily have to be a profitable operation, he added, 
as there were other considerations such as getting the ships 
back. He admitted in answer to a question by Mr. Lyon that 
it was really a matter of the line’s convenience and not the 
shipper’s. 

Subject J 


Subject (i) and docket 114 having been exhausted, the hear- 
ing proceeded to a consideration of subject (j) of the bureau’s 
order, concerning observance of the rates, classifications, rules 
and regulations contained in tariffs properly filed with the 
bureau. This subject had been covered piecemeal previously in 
the hearings, but some questions remained to be cleared up for 
the record. 


E. J. Martin, traffic manager of A. L. Burbank and Company, 
agents for the Shepard Line, testified regarding packing provi- 
sions in the line’s tariff. He said that if the line does not feel 
that a package or other item of cargo was properly packed when 
it was received ai the pier the shipper was notified to that effect 
and was given a receipt stating that the packing was considered 
unsafe. 

Mr. Warley testified that their packing requirements were 
definitely and specifically stated in the tariff. He said that he 
had some further questions as to observance of rates on the 
part of the conference lines, in which he believed there were 
breaches of tariff regulations. He cited these charges in brief 
and John W. Chapman, vice-president of the Grace Line’s Pan- 
ama Mail service, took the stand and was questioned by Mr. 
Warley. 

The first specific case, Mr. Warley said, was in connection 
with shipments from the Coast Fishing Company of Los An- 


The Traffic World 


Vol. LIII, No. 14 


geles. The information had come to him under date of February 
19, he added, and he believed the shipment was en route. It 
concerned the shipment of canned dog food and canned fish jp 
mixed carload lots under conditions not permitted by tariff, he 
understood. The information had come to him through the 
shipper, he added. 

The second case, Mr. Warley said, was in connection with 
a shipment of scrap magazines which had been offered the 
Calmar Line. The tariff provides a limitation of 100 tons of this 
commodity at a specific rate. They were asked to load 50 tons 
at Seattle and the rest at other points, without making a consoli- 
dation charge, but they refused the offer, he said, and other lines 
carried the business. It was stated to the Calmar Line, he as. 
serted, that this was a general practice in the intercoastal trade, 
He did not know the lines which did take the business. 

Another practice he understood to be prevalent in the trade 
was in connection with the weights of eastbound canned goods. 
These goods had definite known weights, he said, and he felt 
these weights should be registered with the lines by the ship- 
pers, aS he was informed that various independent shippers 
shipped canned goods at short weights, thus in effect obtaining 
a reduced rate. 

Mr. Warley said he had quite a list of these alleged practices 
and asked Robert C. Thackara, chairman of the United States 
Intercoastal Conference, how many cases of alleged breach of 
tariff had come up in the conference since June 1, 1933, when the 
shipping act of 1933 went into effect. 

Mr. Thackara said he recalled only one formal complaint 
and in this case he thought the alleged breach occurred prior 
to June 1, 1933. This case, which is not yet settled, concerned the 
application of a lower rate than it was thought should be 
charged. 

The examiner remarked that he felt that when there was 
alleged failure to comply with published rates, and, therefore, 
a possible violation of federal law, it was a matter for the Ship- 
ping Board Bureau to take up and that it was the obligation of 
the conference to call the attention of the Bureau to violations 
of the act. 

R. G. Hupper, counsel for the conference, explained that it 
was not the intention of the conference to usurp the authority of 
the bureau but that it was the purpose of the member lines to 
make their conference agreement an instrument to assist in 
carrying out the law. 

Mr. Warley questioned Mr. Chapman in regard to the car- 
riage of cargo which takes the ordinary storage rate, in refriger- 
ated or insulated space taking the refrigerator rate. Mr. Chap- 
man explained that the four new steamers his line recently put 
into service were equipped with eleven refrigerated compart- 
ments each, with a total of approximately 40,000 cubic feet of 
space. Generally these chambers were filled to capacity on 
eastbound voyages but on westbound trips they were not always 
filled. In the latter case, he said, they often stowed ordinary 
cargo in the refrigerated space if no other place was available, 
but they did not refrigerate that space, each compartment hav- 
ing individual refrigeration control. Insulation had been built 
into the sides of the new ships in certain ’tween-deck holds, he 
added, without artificial means of temperature control, although 
there was a blower system supplying air at outside temperature. 
He said in answer to a question by Mr. Warley that he would 
furnish a record of temperatures in the refrigerator compart- 
ments for both a winter and summer voyage. 

Mr. Chapman said in reply to a question by the examiner 
that that insulated space was not better from a temperature 
standpoint than stowage space below the water line because the 
former spaces were opened at Central American ports of call 
en route to the Pacific coast and thus were filled with air at out- 
side temperature. 

Mr. Hupper said that the testimony of the other intercoastal 
conference lines having refrigerator space would be substan- 
tially the same as Mr. Chapman’s. They had all stated to him, 
he said, that they did not put cargo in refrigerated space with- 
out charging the refrigerator rate. 

In regard to the other cases cited by Mr. Warley, the witness 
said he knew nothing of them. Mr. Warley said he understood 
that the mixed shipment of canned dog food and canned fish had 
moved via the Grace Line and Mr. Chapman stated he would 
make a search of the manifests and furnish any information 
they might reveal to the bureau. 


Subject K 


Subject (k) of the Bureau’s order, performance of trans- 
portation services, or services in connection therewith, under 
private contracts with shippers, took up the rest of the day’s 
session. 

The examiner ordered that each line submit a copy of each 
contract it had with each shipper, or in the case of an oral ar- 
rangement a true memorandum of it. 
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March 17, 1934 


Docket 121, American-Hawaiian Steamship Company et al. vs. 
calmar Steamship Corporation, involving the contract rate prac- 
tice, Was then taken up in connection with subject (k). R. T. 
Mount, counsel for the Calmar Line, categorically denied all alle- 
gations by the complainants as to discrimination and unfairness. 
Mr. Warley was called to the stand and questioned by the 
examiner. 

The Calmar Line’s purpose in making contracts with ship- 
pers, Mr. Warley said, was to provide a means by which the 
line would be able to secure some portion of the cargo from 
these Shippers and also to provide a stabilized rate by which 
it was hoped shippers would be able to go ahead and develop 
their business to the mutual advantage of both parties to the 
contract. At the time contracts were first made, he added, a 
rate war was going on and the rates being quoted in the trade 
were much lower than those in the contract. Under a contract 
shippers would be assured that they could make merchandising 
arrangements on the Pacific coast with the assurance of pro- 
tection against any higher rate than quoted in the contract. 
Many lines in previous years had made contracts with shippers 
and had benefited by it, he said. 

Present contracts in effect, he said, were made after June 
1, 1933. He felt that they had resulted in bringing business to 
the line. Under the Calmar contracts shippers were released 
from obligation to ship over the Calmar Line if other lines 
quoted a lower rate on a commodity, or if the Calmar sailing 
schedule did not fit the needs of the shipper on a particular 
shipment. If a tariff rate was made which was lower than the 
contract rate the shipper was given the benefit of it. 

Under the contract the shipper did obligate himself to ship 
a definite quantity, a space on the contract form being left for 
a statement of the maximum and minimum amounts to be 
shipped under it, Mr. Warley said. They moved both less-car- 
load and carload shipments under their contracts, he added. 

E. J. Karr, traffic manager of the Calmar Line, was ques- 
tioned on consolidation of shipments by two or more shippers 
and also about the mixing rule under which it was possible for 
a shipper to get a carload rate on different commodities mixed 
and shipped by one shipper. 

Mr. Warley said they had stopped making contracts on 
July 29, 1933, at the instance of Admiral H. I. Cone of the Ship- 
ping Board Bureau, pending the current investigation. He was 
questioned at length by Mr. Mount on other features of the 
contract rate practice. In answer to a question by the exami- 
ner he admitted that there was a tendency under the system to 
keep the level of contract commodity rates from being raised. 

Another witness was J. C. Strittmatter, of the McCormick 
Line, who testified that as a result of the Calmar contracts his 
line had been shut completely out of one type of intercoastal 
business. He was questioned by Mr. Warley as to whether it 
was not a difference in rates, rather than the contract system, 
which might have caused this. 

H. F. Iverson, traffic manager of the West Disinfecting 
Company, New York, took the stand as an intervener and testi- 
fied that his company had found the Calmar contract system 
advantageous because it gave them an opportunity to make 
merchandising arrangements. His firm manufactures disinfect- 
ing and allied products. He said that without a certainty of 
what the rate would be for a year or more they would not be 
able to continue merchandising one of their products, due to 
competition on the Pacific coast. It was his opinion that the 
intercoastal conference raised rates whenever it felt like it and 
that a protest from a shipper carried no weight whatsoever 
with the conference. 

It was suggested that the session be continued throughout 
the evening in an effort to wind up the hearings, but it was 
sy J decided to conclude subject (1) at a session the follow- 
hg day. . 

Conclusion of Hearing 


; The shipping Board Bureau concluded its New York hear- 
ings in its investigation into the intercoastal trade, March 10, 
with the taking of testimony on subject (1) of the Bureau’s 
order, concerning competition between members of the Gulf 
Intercoastal Conference and the United States Intercoastal 
Conference. Examiner De Quevedo announced that the hear- 
ings would be adjourned to a time and place to be named by 
the Bureau. 

The examiner said in connection with subject (1) that it 
dealt with individual lines more than with the United States 
Intercoastal Conference as a unit. R. G. Hupper, counsel for 
the U. S. conference, agreed that it had not been dealt with as 
a conference matter and that furthermore one of the Gulf 
intercoastal lines was also a member of the Atlantic group. 

W. P. Rudrow, vice-president of Dichmann, Wright and 
Pugh, general agents for the Arrow Line, testified that there had 
been steady encroachment into what they considered normal At- 
lantic territory on the part of the Gulf lines, through the estab- 
lishment of through rail-water rates to the Gulf as well as some 
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through all-water rates. In many cases, he added, lower 
port-to-port rates than applied for the Atlantic lines were made. 

Mr. Rudrow said that through rates on steel had been 
established which had the effect of putting Chicago on the 
Pittsburgh rate basis to the Gulf and that this immediately 
cost the Atlantic lines a large amount of business. Competition 
to shippers in the Pittsburgh district was not increased, he 
stated, but at Youngstown the shippers were put at a disadvan- 
tage with the result that one steel operator transferred a con- 
siderable portion of his business to Chicago and this business 
was lost to the Atlantic intercoastal lines. This was in 1928, 
he added. 

Since that time, Mr. Rudrow continued, they believed that 
the Gulf lines had discontinued their encroachment. The latest 
major development, he said, took place about a year ago when 
a line of rates on iron and steel from Cincinnati to the Gulf 
was established over the all-water route, taking a substantial 
movement of steel away from the Atlantic lines and diverting 
it to the Gulf. 

Mr. Rudrow also described the controversy between the 
lines of the U. S. conference, which served South Atlantic 
ports south of Norfolk, and the Gulf line, as to the matter of 
assessment of terminal charges. Much of the territory which 
had the same rate to the South Atlantic ports as to Mobile 
might be termed neutral territory, he said, as traffic might 
normally flow from it to either port. Shippers have informed 
them, he asserted, that the lines which served Mobile did not 
assess these handling charges at that port. The Arrow Line 
did not control its piers at Savannah, he added, and it must 
assess the handling charges, thus putting it at a competitive 
disadvantage with the Gulf lines at Mobile. 

Asked by the examiner to give a definition of “normal At- 
lantic territory,” Mr. Rudrow said his personal definition was 
that if the rate from the point of origin to a certain Atlantic 
port favored that port over others not on the Atlantic range 
it was in normal Atlantic territory. 

The witness identified a United States Intercoastal Con- 
ference bulletin of February 9, issued by R. C. Thackara as 
tariff publishing agent for the conference, in which it was stated 
that the three South Atlantic lines, the Arrow, Nelson, and 
Williams lines, had notified Mr. Thackara to include in his 
next tariff supplement a provision to the effect that handling 
charges would be absorbed in order to meet Gulf competition. 
The Shipping Board Bureau refused to issue a short order in 
the matter and the case was still pending, it was said. Mr. 
Rudrow explained the action of the three lines in so notifying 
the conference members in that when the present conference 
agreement was signed by them it was with a stipulation that 
competitive terminal problems would be decided. 

Mr. Rudrow went on to describe various attempts to settle 
the differences between the three Atlantic lines and the Gulf 
operators. They had put a proposition up to the Gulf lines for 
uniformity in assessment at both Gulf and south Atlantic ports, 
he said, but he admitted that he did not know whether it was 
formally placed before the Gulf conference. 

E. B. Holzborn, chairman of the Gulf conference, said he 
did not think the Gulf conference ever had a formal request from 
the Atlantic conference, but that it had several times gone on 
record with the latter group that it was prepared to discuss it 
at any time. 

H. J. Wagner, of the Norfolk-Portsmouth Port Traffic Com- 
mission, questioned the witness in regard to effect of changing 
the terminal charge practice at the south Atlantic ports. Mr. 
Rudrow admitted that it would follow that traffic might be 
diverted from Norfolk as a result of absorbing or otherwise 
doing away with the extra handling charges. 


Mr. Rudrow was questioned by Elisha Hanson, counsel for 
the Gulf Intercoastal Conference, regarding the Cincinnati steel 
rates. He said that the rate was understood to be made for 
Cincinnati but he thought there was no steel originating at 
Cincinnati. It had the effect, however, of drawing steel from 
Middletown nearby, he stated. Mr. Hanson also asked about 
the effect of port equalization, a practice approved by the U. S. 
conference, on traffic. The witness replied that he did not agree 
with the principle of port equalization. 


Mr. Holzborn took the stand and testified that the Gulf con- 
ference had no official knowledge of the terminal situation or of 
any stipulation concerning it in the U. S. conference agreement. 
He said it had had a meeting with a committee of the U. S. 
conference in October, 1932, at which the situation was thor- 
oughly discussed and made it clear that it would meet with the 
U. S. conference at any time to discuss any differences which 
might exist between the two bodies. 

The witness described the situation at Mobile. The ter- 
minals at that part are highly efficient and well equipped, he 
said, and loading was accomplished direct from railroad freight 
car to ship by running the cars onto marginal tracks on the 
pier. Thus there were no handling charges to be assessed. In 
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the case of such commodities as were unloaded on the dock 
and then transferred to the ship, he added, the handling charges 
were assessed and paid by the shipper. Direct loading from 
car to ship was mainly on iron and steel, he said. On eastbound 
traffic, which was mainly canned goods, these were discharged 
from the steamer to the warehouse and not direct from ship 
to rail cars and handling charges were assessed, he stated. This 
was made necessary by the necessity, in practically every case, 
for segregation of the cargo on the dock after discharging from 
the ship, he added. 

In answer to a question by Major F. W. S. Locke, of the 
Nelson Line, Mr. Holzborn said that less-carload traffic was not 
handled direct to the ship and handling charges were assessed. 

The witness identified for insertion into the record a copy 
of a bill of lading offered by Mr. Rudrow, issued by the Gulf 
Pacific Line, covering a shipment from Mobile to the Pacific 
coast and received by truck at Mobile. No wharfage or han- 
dling charges were shown on the bill of lading as having been 
assessed. Mr. Rudrow said he was informed by the shipper 
that the latter did not have to pay handling charges on such 
shipments. Mr. Holzborn said that such charges would not 
necessarily appear on the bill of lading if the shipment were 
prepaid. 

W. S. McPherson, traffic manager of the Williams Line, 
took the stand and said that his line’s position was the same 
as that of the Arrow Line in every respect. He was questioned 
at length by Mr. Wagner as to the effect of a change in handling 
charges at the South Atlantic in possible diversion of traffic from 
Norfolk. 

Major Locke announced that the position of the Nelson Line 
was in concurrence with the Arrow and Williams Lines’ testi- 
mony and at this point the New York hearings were adjourned. 


MORE INTERCOASTAL HEARINGS 


The Shipping Board Bureau plans to resume hearings in 
the intercoastal investigation at San Francisco April 2 in the 
Merchants Exchange Building. Tentative arrangements have 
been made for a hearing at New Orleans April 16. A hearing 
in the foreign shipping investigation has been tentatively set 
for April 9 at San Francisco. 


SHIP SUBSIDY REVISION 
The Trafic World Washington Bureau 


Revision of the ship subsidy policy of the government has 
been recommended by Secretary of Commerce Roper in a letter 
to Chairman Bland, of the House committee on merchant ma- 
rine, radio and fisheries. 

In writing Chairman Bland, Secretary Roper directed at- 
tention to his radio address last week (see Traffic World, 
March 10, p. 470) on ship subsidies. He said President Roose- 
velt had authorized him to transmit a study on the subject 
prepared by Henry H. Heimann, director of the Shipping Board 
Bureau. He said the recommendations made in that study might 
be summarized as follows: 


1. The present system of linking subsidies with the carrying of 
mail should be abandoned, and in its place specific subsidies granted 
for the maintenance of essential services should be given. Such 
subsidies should not be extended to lines in the protected trade. 

2. Subsidy contracts should be based on the differentials in 
building and operating costs, should be sufficiently flexible to permit 
of equitable readjustment as changes in conditions occur, and should 
provide for necessary replacements. 

3. Subsidies should be divided into four classifications: 

(a) Construction differential subsidy. 

(b) Operating differential subsidy. 

(c) Trade penetration subsidy. 

(d) Other conditions bearing on the issue, such as foreign sub- 
sidies, etc. 

4. Money for subsidies should be appropriated from general 
Treasury funds, and not as at present, provided indirectly through 
some other department of the government. 

5. Subsidies should not be granted to more than one line com- 
peting in the same trade route without the business volume justifies it 
We, of course, would not wish to limit sound competition, but de- 
structive competition should not be aided through subsidies. 

The preceding proposals contemplate uniform cost informa- 
tion at all times available to the government, and regulatory power 
over subsidized lines or construction companies. 

7. Administration of subsidies. Subsidies to be recommended 
through a joint committee of experts, representing government de- 
partments having a direct interest in the development of the mer- 
chant marine. It is suggested that a representative of the Depart- 
ment of Commerce, State, Treasury and Navy Departments would 
effectively coordinate the government’s interest. The actual admin- 
istration of each subsidy contract once entered into, however, should 
rest in the Department of Commerce. 


“The new subsidy policy should be gradually introduced, re- 
placing old subsidy contracts in fairness and equity, and if 
possible through mutual agreement, to prevent demoralization 
of the industry,” said Mr. Roper in his letter. “There should be 
competitive bids on all subsidies. 

“The full report gives the details of a sound ship subsidy 
policy, as determined by the Shipping Board Bureau. 
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“I hope you may be able to effectuate these needed changes 
through legislation at this session of the Congress.” 

Director Heinmann’s report, except the recommendations 
set forth above, follows: 


Because American shipbuilding and ship operating costs are the 
highest in the world, due to superior standards of living in the 
United States, continued government aid is necessary in order to 
offset the competitive handicaps encountered by American ships op- 
erating in foreign trade. This aid, which should be placed on gq 
more rational basis than the system now in effect, can be given 
either in the form of (1) preferential treatment by means of tariff 
or tax exemptions, or (2) by direct subsidies. 


Preferential Treatment 


This form of aid, ysed by Great Britain in achieving her maritime 
supremacy, and also by the United States in the early days of the 
Republic, is predicated on the contention that in the control of the 
cargo factor lies the only hope of building up a strong merchant ma- 
rine, and that direct subsidies do not necessarily mean cargoes. 

Under the preferential tariff plan, goods imported into the United 
States in a ship of alien flag, from a country other than that under 
whose flag the ship operates, would pay a higher tariff than similar 
goods imported in an American ship. In the case of the United 
States, a great importing country, this form of aid would doubtless 
prove highly efficacious. The shipping act of 1920 carries a provision 
for preferential tariffs, coupled with a direction to the President to 
give notice of the abrogation of all reciprocal treaties in conflict 
— While this is still the law, it has never been put into 
effect. 

Objections offered to the preferential tariff policy rest not so 
much on any doubt as to its efficacy as upon the fear that such a 
course would lead to reprisals by other countries. 

Another suggestion for aiding American ships by means of pref- 
erential treatment involves a graduated tonnage tax which would 
favor liners operating on fixed schedules, and would thus tend to 
minimize tramp competition. . 

It is believed that any form of government aid which savors of 
discrimination, real or fancied, would (because of possible interna- 
tional repercussions) prove less desirable than a system of direct 
subsidies. At the moment such aid could scarcely be initiated nor 
expected to supplant subsidy payments. 


Direct Subsidies 


A study of the results of the country’s shipping policy during the 
post-war period shows that its objectives have been only partially 
attained. Growing obsolescence of the fleet; inadequate provision for 
replacements; the prevalence of wasteful practices throughout the in- 
dustry; and, in recent years, an over-conservatism in the exercise of 
the government’s regulatory function are but a few of the causes 
which have impaired the competitive position of American vessels in 
the foreign trade. 

The development of a more effective subsidy policy must, there- 
fore, in fairness both to the country and the industry, be accompanied 
by a sound program of rationalization. Desirable amalgamations 
should be encouraged. A more effective use should be made of con- 
ference agreements, and of the other broad powers of regulation dele- 
gated by Congress. Better coordination between shipping and other 
forms of transportation, such as rail and inland water carriers, should 
be brought about, as well as the coordination of all governmental 
agencies dealing with the merchant marine. Excessive costs assessed 
against shipping enterprises by parent companies, subsidiaries, and 
affiliates should be abolished. Without rationalization along the lines 
indicated, no system of subsidies will be able to develop and maintain 
an adequate and permanent merchant fleet. : : 

Inasmuch as government aids to shipping have as their objective 
the establishment of an efficient and ultimately self-sustaining mer- 
chant marine, the essential trade routes to be served should be de- 
termined by analyzing the flow and volume of traffic, with due con- 
sideration to such other factors as military requirements, trade poli- 
cies, industrial and agricultural needs, and the public interest gener- 
ally. Differentials in costs of ship construction and ship operation 
should continue to form the basis for computing the amount of gov- 
ernment aid required for each subsidized line. The differential in do- 
mestic and foreign construction costs is the major competitive disad- 
vantage which the subsidy is designed to remove. 

Under the present mail contract system, the government has not 
participated adequately in the various construction programs, and has 
therefore not maintained even a semblance of control over the price 
of ships, notwithstanding that the construction differential has in each 
ease been used as a factor in computing the amount of subsidy 
awarded. * * * 

Shipbuilding Cost Differential Subsidy 


This form of subsidy, paid to the shipowner either as a lump sum 
on completion of the ship, or in fixed installments (the terms to be 
determined at the time of the agreement) would bind the owner to 
operate the vessel in a designated service or services, under the 
American flag, and to comply with any other requirement stipulated 
by the government. 

Should the subsidy be paid in installments, the number and dura- 
tion of the payments would be limited to the estimated useful life of 
the vessel. Provision could be made to disallow payments for inac- 
tivity in excess of a stipulated period, and for discontinuance of pay- 
ments and possession of the vessel by the government for more seri- 
ous violations of contractual obligations. 

In consideration of the benefits accruing to builders, they too 
should be parties -to subsidy agreements, and together with owners 
should be required to maintain uniform cost accounts, to be rendered 
to the designated governmental authority in approved form, and to 
submit to examination of records when so requested by authorized 
representatives of the government. 

While the shipbuilding cost differential subsidy would as a rule 
apply only to future ship construction, consideration should be given 
to the advisability of compensating, through a modified form of ship- 
building subsidy, owners who are carrying high differential charges on 
account of vessels built during recent years. 


Operating Cost Differential Subsidy 
Subsidies under this head would be granted to operators of 
American flag vessels in the foreign trade who contract with the 
Government to maintain service of a stipulated character over 4 
fixed period, and would be based on the operating differentials which 
handicap the American operator. 
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Contracts involving operating cost differential subsidies should 
provide for payments by the government at stated intervals, and 
should also provide that the government or the operator may at 
any time, and should at stated periods, initiate a review and possible 
revision of the amount of subsidy originally agreed upon. Except 
in cases where extraordinary handicaps or peculiar advantages, due 
to traffic or other conditions, justify a modification of standard prac- 
tice with regard to subsidy awards, the amount granted should cover 
only the actual differential in physical operating costs, and should 
not take cognizance of such items as equipment and supplies for 
passenger Ships; repairs, materials, services, or supplies contracted 
for abroad; interest on indebtedness or invested capital; insurance; 
depreciafion; damage claims or administrative charges. The operator 
should be compensated for the carriage of mail on a poundage basis, 
and should be required by the terms of the subsidy contract to set 
aside an adequate reserve for depreciation. As in the case of ship- 
puilding cost differential subsidies, the operator should also be re- 
quired to maintain, and to make available to the government, in 
approved form, records which reflect the financial results of operations. 

Operating cost differential subsidies might well take into account 
the disadvantageous conditions surrounding ship operators who com- 
pete for trade in new fields, as contrasted with operations conducted 
in well-established services. In determining the amount of subsidy 
for operators engaged in what may be described as “‘trade penetra- 
tion,” due allowance should be made for the peculiar conditions in- 
volving lesser cargoes and other handicaps, under which they com- 
pete with foreign lines long entrenched in the particular trade. In 
the present system of mail subventions the trade penetration factor 
may have been somewhat abused. To prevent a recurrence of this 
situation, consideration should be given to the establishment of a 
definite trade penetration subsidy, to be used only in special cases 
jusitfied by the foreign trade policy of the government, * * * 


Gradual Change Proposed 


Introduction of any new subsidy program should be gradual to 
prevent demoralization of the industry and for competitive reasons. 
The following procedure is suggested: . 

(a) Determine the type of subsidy and method of administration. 

(b) Determine the services to be subsidized. 

(c) Provide shipping lines now subsidized with opportunity to ac- 
cept the new subsidy plan where it is found that these lines are en- 
titled to such treatment. Cancel subsidy contracts of shipping lines 
found not to be entitled to aid, giving due consideration to the inter- 
ests of the company involved. 

(d) Present operators of subsidized lines who are unwilling to con- 
tinue under a new subsidy shall have existing mail contracts cancelled. 
Due consideration should be given to their interests and the inter- 
ests of the government before inviting bids from or negotiating with 
other operators, 

Competitive Bidding 

The Department of Commerce shall announce vessel and service 
requirements for routes to be subsidized and awards will be made on 
the basis of competitive bidding. Responses will be compared with 
data prepared in the department in order to determine the reasonable- 
ness of bids. Provision should be made which will permit the waiv- 
ing of public bidding in the event only one qualified company is com- 
petent to bid on a particular service. 


Secretary Roper, in connection with revision of the ship 
subsidy law, believes that provision should be made insuring 
that American vessels will benefit from transportation of cargoes 
the purchase of which by foreigners are aided by United States 
credit extensions. He believes American ships should get at 
least 50 per cent of such cargoes, and that American marine 
underwriters also should participate in the business, 


OCEAN SHIPPING DEVELOPMENTS 


The Traffic World New York Bureau 


Commenting on the order of Secretary of Commerce Daniel 

C. Roper for an investigation of alleged rate cutting and other 
unfair methods of competition employed by foreign flag, non- 
conference steamship lines and tramp ships operating in the 
over-seas trade of the United States, James Sinclair, chairman 
of the Trans-Atlantic Associated Freight Conferences, said that, 
though the matter had not yet been taken up by the conference 
lines, he felt sure they would give hearty cooperation to the 
Shipping Board Bureau in the investigation. The chief differ- 
ences that now existed’ in various foreign trade routes were due 
to rate cutting and various other practices of the so-called inde- 
pendent lines not members of the conferences, which chose to 
remain outside so they could underquote the conference rates 
and thus secure for themselves a disproportionate share of the 
going business, Mr. Sinclair said. 
_ The conference lines maintained stability and the outside 
lines took undue advantage of this, he added. Rate-cutting 
practices in time produced a chaotic state of affairs which 
prejudiced the true interests of shippers no less than those of 
the carriers, he said. He was pleased to note that the investiga- 
tion order was directed broadly toward the improvement of 
foreign trades as a whole and not limited to the position of 
lines of one flag versus those of other flags. 

The United States Intercoastal Conference held a meeting 
March 12 to consider its position under the proposed shipping 
code. Roscoe Hupper, counsel for the conference, said the 
situation was still confused and uncertain. The recommendations 
made by Coordinator Eastman in his report had introduced a 
a situation inasmuch as they concerned the possibility of 
Placing the domestic water carriers under the regulation of the 
Commission, and might require a review of the whole matter 
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as it affected the intercoastal trade before a worth while view 
could be expressed, Mr. Hupper said. The proposed separate 
code for intercoastal shipping, which was submitted by the 
lines last December, named the Shipping Board Bureau as the 
regulatory authority and the proposed general code also recog- 
nizes this power by the Shipping Board to some extent, 

Brooklyn will become an eastbound port of call for the 
Calmar Line, effective with the arrival of the S.S. Vermar, which 
sailed from Portland March 6, according to an announcement by 
H. K. Cherry, district freight agent for Swayne and Hoyt, 
agents for the line at Portland. 

New York Dock Commissioner John McKenzie has sent 
to shippers a questionnaire seeking information as to what rates 
for pier loading services they consider equitable. The com- 
missioner is expected to make a report to Mayor LaGuardia 
shortly on the subject of the controversy of long standing as to 
loading practices and charges on New York piers. 

Slackness was reflected in practically all of the full cargo 
trades in the last week. No grain fixtures were reported, the 
time charter market femained dull the first part of the week 
due to recurrence of labor troubles in Cuba, and other trades 
lacked features of special interest. 

Among the limited number of sugar fixtures were a 7,000- 
ton vessel from Santo Domingo to Montreal on the basis of 
12%c Canadian currency, for late April, and one transatlantic 
fixture, a 2,893-net ton steamer from the North Side of Cuba to 
United Kingdom-Continent on the basis of 13s 6d for March 
loading. 

Settlement of the port workers’ strike in Cuba resulted in 
a flurry of activity in West Indies time charters later in the 
week and one day’s trading resulted in the chartering of five 
ships at rates ranging from $1.05 to $1.25, one a continuation 
and the others for prompt loading. A 2,858-net ton vessel was 
engaged for a round trip in the South American trade at 75c 
for delivery North of Hatteras, last half of March loading. 
A 2,480-net ton steamer was chartered for delivery North of 
Hatteras, redelivery Mediterranean for April loading. 

Another scrap iron fixture was accomplished, a 3,657-net ton 
vessel from the Gulf to United Kingdom-Continent, at 138s 6d 
for March. 

Tanker trading was slow and the only business of interest 
was fixture of a 10,500-ton d. w. steamer for five months in the 
Gulf-St. Lawrence trade beginning in April, rate not reported. 

On the Pacific coast five ships were fixed from Portland 
to Shanghai with grain, one prompt and the others March-April 
loading. The prompt fixture was an American vessel of 4,351 
net tons and the others were foreign flag tonnage. 


FOREIGN SHIP INQUIRY 


The Trafic World Washington Bureau 


The investigation of competitive shipping practices in the 
overseas trade of the United States that will be made by the 
Shipping Board Bureau of the Department of Commerce (see 
Traffic World, March 10, p. 470), was ordered by Secretary of 
Commerce Roper on recommendation of Henry H. Heimann, 
director of the bureau. 

“This action,” said the Commerce Department, “followed 
complaints received from a number of American carriers, all 
parties to approved conference agreements, of alleged rate-cut- 
ting and other unfair methods of competition employed by for- 
eign flag, non-conference steamship lines and tramp ships operat- 
ing in this trade. 

“This study, scheduled to be held in the near future by the 
division of regulation of the Shipping Board Bureau, will be con- 
ducted under the authority granted in section 19, of the mer- 
chant marine act of 1920, which authorizes the Shipping Board 
to make rules and regulations to prevent foreign flag carriers 
from disrupting the various trades in which American lines oper- 
ate. The purpose of the investigation will be to disclose whether 
the practices alleged to exist by complainants are of the charac- 
ter described in this section of the act and are actually inimical 
to American flag vessels as well as to American exporters and 
importers. If the conditions alleged are found to exist the Ship- 
ping Board Bureau may recommend the promulgation, under 
section 19, of the merchant marine act of 1920, of rules and regu- 
lations designed to correct the conditions complained of.” 

The proceeding will be known as Formal Docket No. 128, 
investigation-section 19 of merchant marine act, 1920. The order 
of Secretary Roper follows: 

It appearing, From information before the department that on 
many trade routes in the foreign commerce of the United States, 
owners, operators, agents or masters of vessels of foreign countries 
are habitually making drastic and destructive cuts in the rates which 
have been established by freight conferences under the jurisdiction 
of this department under section 15 of the shipping act, 1916, and 


otherwise resorting to what are alleged to be unfair competitive 
methods and practices, resulting in conditions unfavorable to shipping 
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It appearing further, That section 19 of the merchant marine act 
of 1920 authorizes the board to make rules and regulations affecting 
shipping in foreign trade not in conflict with law in order to adjust 
or meet general or special conditions unfavorable to shipping in the 
foreign trade whether in any particular route or in commerce gener- 
ally which arise out of or result from competitive methods or prac- 
tices employed by owners, operators, agents or masters of vessels of 
a foreign country; 

It is ordered, That the department upon its own initiative and 
without formal pleading, through the division of regulation of the 
United States Shipping Board Bureau, enter upon a procedure of in- 
vestigation and inquiry for the purpose of determining $ 

(1) If conditions unfavorable to shipping in foreign trade exist 
as a result of competitive methods and practices employed by owners, 
operators, agents, or masters of vessels of foreign countries. ; 

(2) What rules and regulations should be made under authority 
of Section 19 of the Merchant Marine Act of 1920 to adjust or meet 
such conditions if found to exist. 

It is further ordered, That this proceeding be assigned for hearing 
at such times and places and in such manner as the division of regu- 
— of the United States Shipping Board Bureau may hereafter 
direct. 

It is further ordered, That this order be served on all carriers 
known to be engaged in the foreign trade of the United States and 
that announcement of this investigation and inquiry be made through 
the press in order that all who may be affected by any such methods 
of competition or by the adoption of any such rules and regulations 
will be given the opportunity of appearing’ and offering testimony. 


The proceeding will be assigned for hearing later. 


WATER CARRIER AGREEMENTS 


The following agreements, and modification and cancellation 
of agreements, filed in compliance with section 15 of the ship- 
ping act, 1916, as amended, have been approved by the Depart- 
ment of Commerce. 


2748—Between Colombian Steamship Company, Inc., (Grace Line) 
Grace Line, Inc., (Grace Line) Panama Mail Steamship Co., Lykes 
Bros. Steamship Company, Inc., Standard Fruit & Steamship Com- 
pany, and United Fruit Company (Steamship Service). Establishes a 
conference in the trade from Atlantic and Gulf ports of the United 
States to West Coast ports of Costa Rica, Nicaragua, Honduras, Sal- 
vador, Guatemala, and Mexico. Member lines agree to observe freight 
rates and charges as agreed upon by a majority vote. 

2744—-Between Colombian Steamship Company, Inc. (Grace Line), 
Grace Line, Inc. (Grace Line), Panama Mail Steamship Co., Lykes 
Bros. Steamship Company, Inc., Standard Fruit & Steamship Com- 
pany, and United Fruit Company (Steamship Service). Provides for 
maintenance of rates and other charges as fixed by a majority vote 
for southbound transportation of cargo from Atlantic and Gulf ports 
of bg Oem States to West Coast ports of Colombia, Ecuador, Peru, 
an e. 

2767—Between Calmar Steamship Corporation and Compagnie 
Maritime Belge (Lloyd Royal) S. A.: Provides for the transportation 
of canned goods, dried fruit, cotton, cascara bark, honey, apricot ker- 
nels, and seeds on through bills of lading from U. S. Pacific Coast 
ports to Antwerp, Belgium, with transhipment at New York. 

2831—-Between Dollar Steamship Lines, Inc., Ltd., and The New 
York and Porto Rico Steamship Company: Provides for the through 
transportation of manila rope from Manila, P. I., to Puerto Rico, with 
transhipment at New York. 

2832—Between Compagnie Generale de Navigation a Vapeur 
(Fabre Line), Cosulich, Societa Triestina di Navigazione (Cosulich 
Line), and National Steam Navigation Co., Ltd., of Greece (National 
Greek Line) providing for maintenance of agreed rates and commis- 
siens for or in connection with transportation of cabin, second, tour- 
ist, and third class passengers between Lisbon, Spanish Atlantic ports, 
Madeira, or the Azores and New York, Boston, or Providence. 

2829—Between Argonaut Steamship Line, Inc., and Kokusai Kisen 
Kabushiki Kaisha: Provides for the transportation of cargo on through 
bills of lading from Japan and Philippine Islands to U. S. Atlantic 
Coast ports, with transhipment at Seattle, Portland, San Francisco or 
Los Angeles Harbor. 


Agreement Modified 


2585-1—Between Royal Netherlands Steamship Company and Ber- 
muda & West Indies Steamship Co., Ltd., modifies Agreement No. 
2585 by increasing round-trip rates on specified accommodations for 
transportation to Trinidad and Demerara. 


Agreement Canceled 


Conference agreement—121—Between International Freighting 
Corp., Inc., Panama Railroad Steamship Line, and Wessel, Duval & 
Company (West Coast Line) covering traffic from Atlantic and Gulf 
ports of the United States to West Coast ports of Mexico, Central, 
and South America. 


RACKETEERING ON PIERS 
The Commission has written to Pacific Consolidators, San 
Francisco, with regard to the practices of loaders on piers in 
New York (see Traffic World, December 30, p. 1171) as follows: 


The matter has had consideration, but as the article in question 
is at present understood, it relates to charges made by these loaders 
for loading freight from the pier floor into the trucks, etc. That is 
to say, such loading service would appear to be one devolving upon 
the consignees and is performed on behalf of the consignees and not 
on behalf of the carriers. If these premises are correct, the service 
in question and the charges incident thereto are not within the scope 
of our jurisdiction. It has not been made clear that the matters 
ag gh light by you call for any special investigation on our part 
at s time. 


IMPROVEMENT OF WATERWAYS 


The PWA has made an allotment of $20,000 to the War 
Department for maintenance, dredging and removal of a shoal 
at Lake Worth Inlet, Fla., about four miles north of Palm Beach. 
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The inlet was improved by local interests at a cost of approxi- 
mately $2,600,000 but they are no longer able to maintain the 
inlet at an adequate depth and its value to shipping is becom. 
ing impaired, according to the PWA. 

Secretary of War Dern has allotted river and harbor funds 
as follows: $20,000 for channel maintenance in the Colwitz 
River, Wash., and $15,000 for dredging Far Creek, N. C. 

The Senate has passed the War Department appropriation 
bill carrying $23,966,645 for river and harbor maintenance work 
and $50,000,000 for flood control work on the Mississippi and 
tributaries. The measure was sent to the House due to changes 
in the bill made since it passed the House. 


U. S. VESSELS IN CUBAN TRADE 


American shipping increased its share of Havana’s total 
commerce from 47 per cent in 1932 to 59 per cent in 1933, accord- 
ing to a report from Consul L. R. Blohm, made public by the 
Commerce Department. 

Inward cargo carried by United States vessels rose from 
43.3 per cent in 1932 to 46.6 per cent in 1933 while outward cargo 
advanced from 53.4 per cent to 58.7 per cent. 

The volume of total imports into Havana declined from 
1,000,624 metric tons in 1932 to 913,624 tons in 1933, a decrease 
of 8.7 per cent. Cargo carried by American vessels amounted 
to 433,063 metric tons, a decrease of only 1.7 per cent as com- 
pared with a loss of 14 per cent by foreign shipping. 

Total outward cargo carried by American bottoms in 1933 
amounted to 298,906 metric tons, a decrease of 8.3 per cent com- 
pared with the preceding year. 

Foreign tramp steamers, the report shows, carry the great 
bulk of Cuba’s raw sugar while the refined product is shipped 
to the United States chiefly in American vessels. 


SEAWAY TREATY FAILS 


The Traffic World Washington Bureau 


The Senate, March 14, refused to ratify the St. Lawrence 
waterway treaty. The vote was 46 for and 42 against ratifica- 
tion. The treaty failed to receive the required two-thirds 
majority. 

Not long before the vote on the treaty was taken, Presi- 
dent Roosevelt let it be known that, regardless of what the 
result in the Senate might be, he was positive that the St. 
Lawrence canal would be constructed. It was also stated that 
the President would send the treaty back to the Senate in 
some form, if the Senate refused to ratify it. 

Man will follow the lead of nature, in the opinion of the 
President, and the “lead” in this instance leads to the con- 
struction of the canal by Canada singly or by Canada and the 
United States jointly. Canada can go forward with the project 
lone, in the opinion of the President, and then impose such 
charges for the use of the waterway as would make it impos- 
sible for American flag ships to use it. 

The President was represented as not being greatly con- 
cerned over what the vote in the Senate might be because of 
his belief that eventually the project would go through. 

With respect to the view of Mississippi Valley interests 
that as much water as they desire may be taken from Lake 
Michigan to provide for a navigable waterway from the lake 
to the gulf, the President holds the view that common law 
restrictions on diversion of water from one watershed to an- 
other is as binding between the United States and Canada 
as it is between citizens of the United States, and that Canada 
has a voice as to how much water may be diverted from lake 
Michigan into the Mississippi Valley. The President thinks 
Canada has agreed to diversion of as much water as is needed 
for the lakes-to-gulf waterway and he disagrees with the view 
that the United States may divert as much water from Lake 
Michigan as it sees fit. 

The treaty was signed July 18, 1932. It was read the first 
time in the Senate January 19, 1933, when it was received from 
President Hoover, and referred to the committee on foreign 
relations. It was first favorably reported by the committee 
February 23, 1933, later rereferred to committee and again 
reported favorably March 28, 1933. While the treaty was pend- 
ing at this session of Congress, President Roosevelt, in addi- 
tion to a message urging ratification, sent a number of reports 
on the project to the Senate in support of ratification. The 
signing of the treaty in 1932 was the culmination of a decade 
of effort put forth in behalf of the project. 

Ratification of the treaty was opposed by Atlantic and Gulf 
ports, the railroads, railroad labor, coal interests, and Missis- 
sippi Valley interests supporting the lakes-to-gulf waterway 
because of fear that, under the treaty as submitted, enough 
water could not be diverted from Lake Michigan to provide 
for a real waterway to the gulf. Proponents of the treaty 
charged that the “power trust” was the principal opponent of 
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the treaty. The railroads also were attacked for their opposi- 
tion to the treaty. 

Senators LaFollette, of Wisconsin, and Vandenberg, of 
Michigan, Republicans, were among the chief advocates of 
ratification in the Senate, while Senators Wagner of New 
York; Lewis and Dieterich of Illinois; Long of Louisiana, and 
Clark, of Missouri, all Democrats, fought the treaty. 

Aside from the contention that the project would provide 
cheap electric current from the water-power part of the project, 
the proponents made claims as to transportation savings which 
were challenged by traffic men and economists. 

In a minority report on the treaty, Senator Wagner said 
the cost to the United States would be $573,136,000 instead of 
$272,453,000 relied upon by proponents of the treaty, and asserted 
that the American taxpayer would be assessed 15 cents for 
every bushel of grain shipped over the waterway in order to 
effect a saving to the shipper of 4% cents in normal times. 

The treaty was defeated by senators from Colorado, Ver- 
mont, North Carolina, New Jersey, Virginia, Wyoming, Mis- 
souri, Texas, Massachusetts, New York, Pennsylvania, lowa, 
Illinois, Georgia, Maryland, Maine, Delaware, West Virginia, 


Rhode Island, New Hampshire, Connecticut, Louisiana, Nevada, 


Kansas, Oregon, and Mississippi. 

Senator Nye, of North Dakota, offered a resolution calling 
for a Senate committee investigation of charges made by mem- 
pers “of a political organization known as the ‘Republican 
party’” that the treaty “betrays American rights and interests 
to a foreign nation,” among others “by the temporary chairman 
of the last Republican national convention, and by a member of 
the cabinets of Presidents Harding, Coolidge and Hoover, under 
whom the treaty was negotiated.” 


BARGE SUIT IN SUGAR CASE 


The Supreme Court of the United States will review No. 807, 
Mississippi Valley Barge Line Co., appellant, vs. United States 
of America; Interstate Commerce Commission, Illinois Central 
Railroad Co. et al., in which the barge line appealed from the 
district court of the United States for the eastern district of 
Missouri in a suit in equity to set aside, annul and suspend the 
order of the Commission in I. and S. 3814, Sugar Cases of 1933, 
195 I. C. C. 127, 195 I. C. C. 383. The district court dismissed 
plaintiff’s petition. 


INLAND OIL CARRIERS’ CODE 


The Trafic World Washington Bureau 


At a hearing on the inland water petroleum carrier trade 
in the eastern division of the United States code of fair compe- 
tition on March 12, it was agreed that the code authority, on 
account of the diversity of interests, should be composed of 
six instead of three members. Two are to represent self-pro- 
pelled vessels, two non-propelled vessels and the other two are 
to represent companies using both classes of vessels. The code 
is to cover the relatively small tank ships and barges used in 
harbors and inland waters in making deliveries of refined prod- 
ucts and fuel oil. 

Deputy Administrator Joseph B. Weaver, who presided, 
took under consideration suggestions by E. G. B. Riley, repre- 
senting a number of companies operating affected vessels, for 
changes in the classification of vessels so as to make the second 
of two classes of non-propelled vessels, ships of 4,000 barrel 
capacity or under instead of 5,000 barrels or under. 

Mr. Riley also asserted that the code, purporting to have 
been written by the Inland Water Petroleum Carriers’ Asso- 
ciation, had not been submitted to all the members. J. H. Ross, 
in behalf of the association, presented it as the work of the 
association, 

In behalf of the association Mr. Ross said that if the NRA 
was of the conviction that the week should be reduced from 
48 to 40 hours he supposed the association would change the 
hours of work to conform with that conviction. But he pointed 
out that the non-propelled ships were fitted with accommoda- 
tions for only two men and could not be changed to accom- 
modate more men except at great expense, if at all. 

Representatives of the Labor Advisory Board sitting with 
the deputy administrator, when it was brought out that on 
some of the non-propelled ships or barges the men had their 
wives and children living in quarters, said that some way should 
be found to provide shorter working hours. They also dis- 
approved a thirteen-hour day on propelled ships, although it was 
Pointed out that the work performed by the ships was of such 
a character that it would not be possible to station relief 
crews at given points to take over operations at the expiration 
of a tour of duty. It was also pointed out that on such ships 
the men were paid and maintained all the time regardless of 
Whether they were working or not. It was also said that the 
men whose families lived on the non-propelled ships or barges 
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were satisfied with the hours, wages and working conditions. 
Mr. Ross asserted that since the enactment of the recovery 
legislation the operators of the class of ships had increased 
employment and that the men had not suffered reductions in 
wages from the 1928 and 1929 levels. 

Wilbur LaRoe, Jr., counsel for the Port of New York 
Authority, urged the retention of the provision in the code 
requiring vessels carrying highly inflammable commodities to 
obtain safety certificates from the American Bureau of Shipping. 
Some suggestions were made that wooden vessels might be 
denied certificates, but those who had drawn the code provision 
said that there was no thought that wooden ships should be 
denied certificates if they were really safe. Billings Wilson, 
president of the American Association of Port Authorities, em- 
phasizing the necessity for certificates, said that the cost of 
such documents would be very light and that the code should 
require that all vessels be subjected to the necessary inspection. 

Provisions in the code for filing of tariffs showing rates 
and the code article pertaining to administration of the code 
were referred back to the committee that drafted the code for 
further consideration. 


MAIL SUBSIDY INQUIRY 


The Trafic World Washington Bureau 


With ten army fliers having lost their lives as a result of the 
decision to have the army “fly the mail,” President Roosevelt, 
the afternoon of March 10, wrote Secretary of War Dern that 
the continuation of deaths in the army air corps must stop and 
that the carrying of air mail be stopped except “on such routes, 
under such weather conditions and under such equipment and 
personnel conditions as will insure, as far as the utmost care 
can provide, against constant recurrence of fatal accidents.” 

These instructions, it was conceded, meant virtually the 
dropping of any systematic effort to carry the mails by air over 
the country generally. 

At the same time that the President wrote the Secretary 
of War he sent letters to the chairmen of the congressional 
postal committees urging action on proposed legislation to the 
end that the carrying of the mail might be returned to private 
air lines. 

Continuation of the deaths of army air mail fliers was at- 
tacked in Congress and a bitter situation was developing when 
the President issued his instructions to the Secretary of War. 

The President’s letter to the Secretary of War follows: 


_ On February 9 the Army Air Corps was given the temporary as- 
signment of carrying the air mail and commenced the actual carry- 
ing on February 20. This action was taken on the definite assurance 
given me that the Army Air Corps could carry the mail. 

Since that time ten army fliers have lost their lives. I appreciate 
that only four of these were actually flying the mail, but the others 
were training or were proceeding to the mail route. I appreciate also 
that almost every part of the country has been visited during this 
period by fog, snow and storms, and that serious accidents, taking 
even more lives, have occurred at the same time in passenger and 
commercial aviation. 


Nevertheless, the continuation of deaths in the Army Air Corps 
must stop. 

We all know that flying under the best of conditions is a definite 
hazard, but the ratio of accidents has been far too high during the 
past three weeks. 


Will you therefore please issue immediate orders to the Army 
Air Corps stopping all carrying of air mail, except on such routes, 
under such weather conditions and under such equipment and per- 
sonnel conditions as will insure, as far as the utmost care can pro- 
vide, against constant recurrence of fatal accidents. 

This exception includes of course full authority to change or 
modify schedules. 

As you know, the period of emergency will end as soon as the 
necessary legislation has been enacted and new contracts can be ob- 
tained. I am writing once more to the chairmen of the House and 
Senate committees urging speed in the enactment of the legislation. 
Because military lessons have been taught us during the past few 
weeks, I request that you consult immediately with the Postmaster 
General and the Secretary of Commerce in order that additional 
training may be given to army air pilots through cooperation with 
private companies who later on will fly the mails. This should in- 
clude, of course, training in cross-country flying, in night flying, blind 
flying and instrument flying. : 

I am sending a copy of this letter to the Postmaster General in 
order that he may make arrangements with you. He will, of course, 
modify the instructions given on February 9 to conform with the 
army plans. 


The President’s letter to the congressional chairmen follows: 


I am enclosing a copy of a letter which I have just sent to the 
Secretary of War. In this letter, I asked that he issue immediately 
orders to the Army Air Corps stopping all carrying of air mail, except 
on such routes, under such weather conditions, and under such equip- 
ment and personnel conditions as will insure, as far as the utmost 
human care can provide, against constant recurrence of fatal acci- 
dents. 


This is an added reason for the desirability of the enactment of 
the legislation which I proposed to your committee a few days ago. 
I hope much that this legislation can be taken up as soon as possible 
in = that new bids for new contracts for carrying the mail may be 
invited. 
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Colonel Lindbergh conferred with Secretary of War Dern 
and other government officials March 10. 

On March 11 Major General Mac Arthur, chief of staff of the 
Army, suspended the air mail service pending working out of 
arrangements to give effect to the President’s instructions of 


March 10. 
Air Mail Legislation 


Proposed legislation to give effect to President Roosevelt’s 
suggestion relating to handling of the air mail as set forth in his 
letter to Chairman McKellar, of the Senate committee on post 
offices and post roads (see Traffic World, March 10), has been 
embodied by the chairman and Senator Black, head of the Senate 
mail subsidy inquiry committee, in S. 3012, a bill to revise the 
air mail laws. In explaining the provisions of the measure, Sen- 
ator McKellar said: 


This bill is in line with the President’s letter to us of March 7 
on the subject of air mail. It provides for a permanent air-mail 
service, the contracts for which are to be let on carefully arranged 
and prepared plans for open competitive bidding on routes to be se- 
lected by the Postmaster General. 

The new contracts are to be let on a basis of honest payment for 
honest service. They are to be let for a period of 3 years, with a limi- 
tation of a maximum compensation of 30 cents per airplane-mile. 

In order that the bidders may be treated fairly, 6 months will be 
allowed the successful bidder to qualify. oe . 

After 2% years the Interstate Commerce Commission will fix the 
routes and maximum rates of pay, these routes and rates to take effect 
at the end of the 3-year contracts. ‘ 

Combinations, companies with interlocking directorates or officers, 
subsidiaries, affiliates, associates, or holding companies, or companies 
manufacturing airplanes or airplane parts, are barred. 

Consolidations and mergers are prohibited. 

Officers and agents who actually participated in illegal contracts 
will not be dealt with. 

There must be a reorganization of these companies whose con- 
tracts have been canceled and the offending officers let out in order 
for these concerns to bid. They must also, like others, conform to 
the law. 

Excessive salaries, unearned bonuses, illegitimate expense accounts 
are tabooed. 

The bill provides for pilots of high character and great skill. The 
pilots shall have fixed maximum flying hours, minimum pay, and re- 
tirement benefits. 


The bill makes $17,500 the maximum salary an air mail 
carrier may pay. 


The bill provides that air mail postage rates shall be 5 cents 
for each ounce or fraction thereof. The present rates are 8 cents 
for the first ounce and 13 cents for each additional ounce. 


Section 3 of the bill, relating to the basis of compensation 
for carrying the mail, and section 6, relating to the Commission, 
follow: 


Sec. 3. The Postmaster General is authorized to award contracts 
for the transportation of a. mail by aircraft between such points as 
he may designate, and for periods of not exceeding 3 years, to the 
lowest responsible bidders tendering sufficient guarantee for faithful 
performance in accordance with the terms of the advertisement at 
fixed rates per airplane-mile, with a definite weight basis of 1 cubic 
foot of space being considered as the equivalent of 10 pounds of air 
mail: Provided, That such rates in no case shall exceed 30 cents per 
airplane mile for the first 300 pounds of mail, and not exceeding 6 
cents per airplane mile for each additional 200 pounds of mail or frac- 
tion thereof, computed at the end of each calendar month on the basis 
of the average load for the route for such month: Provided further, 
That in no case shall the rate exceed 40 cents per airplane mile: Pro- 
vided further, That no contract or interest therein shall be sold, as- 
signed, or transferred by the person to whom such contract is given 
to any other person; and upon any such transfer the original contract, 
as well as such transfer, shall become null and void: Provided further, 
That if, in the opinion of the Postmaster General, the public interest 
requires it, he may grant an extension of any route, for a distance not 
in excess of 100 miles, and only one such extension shall be granted 
to any one person, and the rate of pay for such extension shall not 
be in excess of the contract rate on that route: Provided further, 
That the Postmaster General may designate certain routes as pri- 
mary and secondary routes and shall include at least three trans- 
continental routes, extending to termini, as nearly as practicable, on 
the Atlantic and Pacific coasts, as primary routes. The character of 
the designation of such routes shall be published in the advertisements 
for bids, which bids may be asked for in whole or in part of such 
routes. Whenever sufficient air mail is not available, the first-class 
mail matter may be added to the maximum load specified in such con- 
tract. 

Sec. 6. The Interstate Commerce Commission is hereby empowered 
and directed to fix and determine, within 6 months prior to the ex- 
piration date of any and every contract made under this law, and at 
all events at a period not later than 3 years from the date of the 
passage of this act, the public convenience and necessity for all air- 
mail routes and the fair and reasonable future rates of compensation 
for the transportation of such mail matter by airplane common car- 
riers and the service connected therewith, prescribing the method or 
methods by weight or space, or both, or otherwise, for ascertaining 
such rates or compensation, and to publish the same, and orders so 
made and published shall continue in force until changed by the 
Commission after due notice and hearing. 

All provisions of section 5 of the act of July 28, 1916 (39 Stat. 412), 
relating to the adjustment of rates for carriage of mail by railroads 
shall be applicable to transportation of mail by airplane under this 
act so far as consistent with the provisions of this act. 


Representative (Mrs.) Rogers, of Massachusetts, introduced 
a concurrent resolution (H. Con. Res. 34) to discontinue the car- 
rying of mail by the army air corps. 
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Plans were under way March 13 for resumption of air mai] 
service by the army on the following routes: Boston to New 
York; New York to Jacksonville, Fla.; Washington to Atlanta; 
New York to San Francisco, by way of Chicago and Salt Lake 
City; Salt Lake City to San Diego; Salt Lake City to Seattle; 
Chicago to Dallas, by way of Kansas City and Tulsa; Cheyenne 
to Denver; Chicago to St. Paul, by way of Madison, Wis. 

The postal committees of Congress worked on the pro- 
posed legislation under which the carrying of air mail would be 
returned to private operators. 

It was revealed that Major General Foulois, chief of the 
army air corps, told Harlee Branch, second assistant postmaster 
general, while the proposal to have the army air corps take 
over the work of carrying the mail was under consideration, 
that the army pilots could do the job. The question had arisen 
as to who had said the army could take over the air mail service, 
because President Roosevent said in his letter to Secretary of 
War Dern ordering curtailment of the service that he had or. 
dered the army to carry the mail “on the definite assurance 
given me that the army air corps could carry the mail.” Testi- 
mony before the congressional committees was to the effect 
that after General Foulois had returned to his office from the 
conference with Mr. Branch the order directing the air corps 
to take over the air mail service was issued before General 
Foulois had discussed the matter with other than members of 
the air corps staff. 

Secretary of War Dern has directed that a special com- 
mittee be convened for the purpose of studying and reporting 
on the operations of the army air corps in carrying the air mail. 
This committee, as proposed, would include the membership of 
the Drum board (which foro the past year has studied needs for 
a GHQ air force), supplemented by Colonel Charles A. Lindbergh, 
Orville Wright and Clarence D. Chamberlin, who were to be 
asked to serve as members. The committee would therefore have 
comprised: Major General H. A. Drum, deputy chief of staff, 
chairman; Major General Benjamin D. Foulois, chief of the air 
corps; Major General George S. Simonds, commandant, Army 
War College; Major General John F. Gulick, chief of coast ar- 
tillery; Brigadier General C. E. Kilbourne, A. C. of S., War Plans; 
Coolonel Charles A. Lindbergh, Orville Wright and~Clarence D. 
Chamberlin. 

The Secretary of War said he desired the committee to 
study and report upon performances by the army air corps in 
its mission to carry the air mail and the adequacy and efficiency 
of its technical flying equipment and training for such a mission. 


Lindbergh Refuses to Serve 


Colonel Lindbergh refused to serve on the committee set 
up by Secretary of War Dern. In a telegram to the Secretary 
he said the announcement by the War Department as to the 
committee stated that it was to study and report on the per- 
formance by the army air corps in its mission to carry the air 
mail as directed by executive order. 

“T believe that the use of the army air corps to carry the 
air mail was unwarranted and contrary to American principle,” 
said he. “This action was unjust to the airlines whose con- 
tracts were canceled without trial. It was unfair to the per- 
sonnel of the army air corps, who had neither equipment de- 
signed for the purpose nor adequate time for training in a new 
field. It has unnecessarily and greatly damaged all American 
aviation. I do not feel that I can serve on a committee whose 
function is to assist in following out an executive order to the 
army to take over the commercial air mail system of the United 
States.” 


Secretary Dern said the investigation of the committee was 
not to be confined to the army air mail episode and expressed 
regret that Lindbergh would not serve as a member of the 
committee. 


President Roosevelt is going to have a thorough study made 
of the entire aviation situation with a view to developing a 
sound policy, it was made known at the White House. The 
Administration obtained an additional appropriation of $10,- 
000,000 in the army appropriation bill in the Senate for develop- 
ment of army aviation. By a vote of 51 to 22 the Senate 
passed the bill authorizing the carrying of the mail by the army 
air corps. 

In a statement issued by the War Department, March 15, 
Major General B. D. Foulois, chief of the army air corps, said 
much had been said in the last three weeks regarding the army 
air corps air mail operations. He said in connection with those 
operations he wished to state what he believed to be the major 
military peace-time mission of the corps and that was that the 
corps “must be completely organized, equipped and trained to 
meet any national emergency upon twenty-four hours’ notice.” 
He said army air corps peace-time tests to be of any value 
should be carried out under conditions simulating war condi- 
tions, in order to discover every possible peace-time weakness 
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in organization, equipment and training, and to correct such 
weakness before a national emergency arose. Continuing, he 
said: 


The opportunity afforded the army air corps to carry the air mail, 
with but approximately ten days in which to prepare, constituted, in 
my belief, an ideal peace-time test of the army air corps organization, 
equipment and training, and as chief of the army air corps, I freely, 
frankly and without reservation, welcomed this opportunity. 

The hazards involved in carrying the air mail are not, in my be- 
lief, aS great as those normally encountered annually by the army 
combat pilots in the normal performance of their duties. It may be of 
interest to know that during the fiscal year 1932, our fatalities were 
fifty; during the fiscal year 1933, they were forty-six, and for the 
current fiscal year to include March 13, 1934, they have been thirty- 
nine. However, there are still remaining three and one-half months 
of the current fiscal year, and if the law of averages prevail, the 
army air corps and the public must be prepared for further fatalities. 

With twenty-five years of flying experience behind me, I can 
frankly state that just so long as man flies there will be fatal acci- 
dents. 

It has been my policy for years to stress the development of safety 
factors and safety devices for aircraft, even to the extent of fre- 
quently testing such safety devices in flight by myself before allowing 
them to be issued for general use by other pilots. 

If fatal accidents in military and commercial aviation are to be 
reduced, adequate federal appropriations must be annually provided to 
foster continuing development of military aircraft and aircraft ac- 
cessories. This development should be, as it always has been, freely 
passed on to the commercial side of aviation to be applied to the 
safety of commercial air transportation. 





Doings of the Traffic Clubs 





The monthly meeting of the Women’s Traffic Club of 
Metropolitan St. Louis was held at the Town Club March 15. 
T. T. Harkrader, traffic manager, American Tobacco Company, 
was the speaker. There were a number of guests from other 
traffic clubs. Entertainment was provided. An informal tea was 
given at the Gatesworth Hotel the afternoon of March 11. The 
one hundred charter members of the club signed the club roster. 
A moving picture of commercial aviation was shown. 





At a meeting March 5 the Sabine District Traffic Club 
adopted a resolution opposing government ownership of the 
railroads and also opposing railroad consolidation, except on a 
finding that duplication of service would be eliminated without 
curtailment of competition. Copies of the resolution were for- 
warded to President Roosevelt and local Congressmen and 
Senators. 





0. C. Wallace, the new president of the Omaha Traffic Club, 
is assistant to the general freight agent, Burlington Railroad, 
at Omaha. He was born January 6, 
1890, at Maryville, Missouri, and started 
work for the Burlington June 19, 1908, 
as a telegrapher at St. Joseph, Missouri. 
He worked in various positions on the 
St. Joseph division as agent and tele- 
grapher and as ticket agent and tele- 
grapher at Clarinda, Iowa, Leaven- 
worth, Kansas, and St. Joseph, Mis- 
souri. November 1, 1914, he was trans- 
ferred to the Creston division of the 
Burlington as ticket agent and tele- 
grapher at Maryville, Missouri; May 1, 
1920, to the position of depot passenger 
agent, St. Louis, Missouri; November 1, 
1920, to local freight agent, Villisca, 
Iowa; May 18, 1922, to traveling freight 
agent, Burlington, Iowa; January 1, 
1923, to local freight agent, Council 
Bluffs, lowa; and July 25, 1927, to his present position. He is a 
Member of the Omaha Chamber of Commerce and the Masonic 
and Elk fraternities. 





The Transportation Club of Des Moines will hold its monthly 
Meeting at the Hotel Savery March 19. Charles Darlington, of 
the Des Moines Register and Tribune, will be the speaker. Din- 
her will be served and there will be entertainment. 





There was an attendance of more than five hundred at a 
luncheon meeting of the Traffic Club of New York at the Hotel 
Pennsylvania March 14, Dr. Virgil Jordan, president of the 
National Industrial Conference Board, was the speaker. In his 
address (printed in full elsewhere in this issue) he forecast gov- 
ernment ownership of the railroads by 1940, or shortly there- 
after, with the rest of private enterprise “falling an easy and 
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inevitable victim’ following that. The club will give a St. 
Patrick’s’ party in its rooms at the Park Central Hotel the 
evening of March 17. Dinner will be served and there will be 
dancing and professional entertainment. A children’s Easter 
party is scheduled for the afternoon of March 31. Luncheon 
will be served, followed by a program of entertainment. 





Protest and objection to the first report of Coordinator 
Eastman in which, among other things, he dealt with government 
ownership of the railroads and consolidation, were registered by 
the Traffic Club of Wichita in a resolution adopted and for- 
warded to President Roosevelt and Congress. Another resolu- 
tion adopted by the club opposed ratification of the St. Lawrence 
seaway treaty. 

Edward S. King, district freight agent, Baltimore and Ohio 
Railroad, Baltimore, Maryland, was elected president of the 
Traffic Club of Baltimore, for its 22nd 
year, March 6, the announcement hav- 
ing been made on “Ladies’ Night,” about 
300 having attended this function on 
the evening of the election. The mem- 
bership is 556. Mr. King has been 
chairman of the membership committee 
for nine years. He has also served as 
first vice-president three times; as 
chairman speakers and papers commit- 
tee and as chairman committee on revi- 
sion of the constitution and by-laws. 
He also served as attendance chairman, 
general committee for Associated Traf- 
fic Clubs of America convention, held 
in Baltimore, October 24 and 25, 1933. 
He entered the service of the Balti- 
more and Ohio as office boy in the gen- 
eral freight office, Baltimore, after at- 
tending Marston’s University School for Boys. After clerical 
promotion he took service in the president’s office, where he 
acted as assistant secretary. Returning to the freight traffic 
department, he was general office assistant (rate clerk-stenog- 
rapher) in the contracting freight agent’s office. This was fol- 
lowed by five years as traveling freight agent in Ohio divisions 
territory, with headquarters at Columbus, and later he was 
contracting agent at Baltimore, and later commercial freight 
agent, in charge of solicitation in Baltimore. His next position 
was as commercial freight agent at Philadelphia in charge of 
solicitation in that district. August 1, 1907, he was made division 
freight agent at Baltimore and October 1, 1912, commercial 
freight agent at Norfolk, Virginia, in charge of solicitation for 
North Carolina and part of Virginia. With the closing of “off- 
line” offices during the World War, he returned to Baltimore 
and for a short time was in the operating department. With the 
operation in 1918 (May) of the North Atlantic States Freight 
Traffic Committee, he was made chairman of the Baltimore 
Domestic Division, with jurisdiction over permit-embargo opera- 
tions for the Baltimore and Ohio, Pennsylvania, and Western 
Maryland. In 1919 he was made city freight agent at Baltimore, 
and later district freight agent in charge of solicitation in the 
Baltimore District, which position he now occupies. 








Edward Ingraham, president, E. Ingraham and Company, was 
the speaker at a joint meeting March 12 of the Naugatuck Valley 
Industrial Traffic Association, Hartford Chamber of Commerce 
Transportation Division, New Britain Chamber of Commerce 
Traffic Association, and the Bridgeport Traffic Association at 
the plant of the Wallace Barnes Company, Bristol, Conn. The 
meeting was for the purpose of promoting the traffic profession. 
Dinner was served and there was open discussion on a number 
of transportation topics of current interest. 





The Women’s Traffic Club of Greater New York will hold a 
luncheon bridge April 7 at the Hotel Commodore, it is an- 
nounced by Elsa L. Wendt, chairman of the entertainment com- 
mittee. A prize will be awarded at each table. 





Jack Sehres, of the Fish Forwarding Company, Inc., was the 
speaker at a meeting of the Metropolitan Traffic Association of 
New York March 8. He spoke on the trucking code. The next 
speaker in the series of lectures on advanced phases of traffic 
which are being held by the association will be Parker McCol- 
lester, commercial counsel, who will discuss “Transportation 
and the New Deal” at a meeting on March 22. 





“Southern Steamship Company Day” was observed by the 
Traffic Club of Dallas at the Adolphus Hotel March 12. Harvey 
C. Miller, president of the honored company, was the speaker, 
and other officials of the company were guests. Other luncheon 
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clubs were invited. The club’s fifth educational meeting is to be 
held at the Dallas Gas Company Building March 19. Subjects 
on the docket include the “Claim Problem,” the “Rate Problem,” 
and “Consolidated Classification Rules.” 


At a luncheon of the Washington Transportation Club at the 
Hotel Raleigh March 15 J. V. B. Duer, electrical engineer, Penn- 
sylvania, spoke on the Pennsylvania’s electrification project be- 
tween New York and Washington. T. J. Skillman, chief engi- 
nee, Pennsylvania, was honor guest. 


The Transportation Club of St. Paul held its weekly luncheon 
March 13 in the auditorium of the Y. M. C. A., at the latter’s 
invitation. There was special music, a five-minute talk, moving 
pictures, boxing bouts, and other entertainment. 


Approximately two hundred and fifty members and guests 
attended the spring dinner dance of the Oklahoma City Traffic 
Club at the Oklahoma and University Club March 8. In addi- 
tion to dancing there was bridge and an elaborate program of 
entertainment, including a floor show. President Joe V. Russell, 
presided. 


The Traffic Club of Baltimore now has an office in the Lord 
Baltimore Hotel, its first step toward establishment of per- 
manent quarters. Furniture was installed March 8. New offi- 
cers of the club are as follows: President, Edward S. King, dis- 
trict freight agent, Baltimore and Ohio; first vice-president, 
R. C. Colton, Point Breeze traffic agent, Western Electric Com- 
pany; second vice-president, Thomas E, Riley, district manager, 
Export Steamship Corporation; secretary, C. F. Johnston, assist- 
ant secretary-treasurer, Locke Insulator Corporation; treasurer, 
J. H. Bell, freight traffic representative, Southern Railway; 
board, John Sonderman (retiring president); C. Lee Hines, 
traffic department, Coco Cola Company; E. A. Schoolfield, sec- 
retary, Hilgartner Marble Company; M. A. Myers, general freight 
agent, Canton Railroad, and Philip E. McIntyre, freight traffic 
manager, Baltimore Mail Steamship Company. 


The Traffic Club of New England held a dinner meeting at 
the Copley-Plaza Hotel March 15. Entertainment included a 
number of boxing bouts by leading New England amateurs and 
a wrestling match. 


Cheeket Ketuni-Unket, son of a chief of a tribe of Eskimos 
living a thousand miles north and east of Nome, Alaska, was 
the speaker at a luncheon of the Traffic Club of Minneapolis at 
the Nicollet Hotel March 8. The seventh annual St. Patrick’s 
Day party was held at the Nicollet March 15. It was “Ladies’ 
Day” and luncheon was served. 


The annual business meeting of the Traffic Club of Chicago 
will be held in its rooms at the Palmer House March 20. Offi- 
cers will be elected in the afternoon and installed that evening, 
following dinner. There will be a bridge tournament for the 
club championship. 


There was an attendance of about two hundred at a dance 
given by the Traffic Club of Jacksonville at the Florida Country 
Club March 10. A buffet supper was served. 


Dr. Herbert J. Tily, president of Strawbridge and Clothier, 
also chairman of the Philadelphia Code Authority, was the 
speaker at the inaugural dinner of the Traffic Club of Phil- 
adelphia at the Bellevue-Stratford Hotel March 12. His sub- 
ject was “Correlatives of the Recovery Measures.” J. W. Bab- 
neu, district freight agent, B. & O., new club president, pre- 
sided. Entertainment followed dinner. There was an overflow 
attendance. 


The Motor City Traffic Club of Detroit will hold a “Past- 
Presidents’ Dinner” at the Detroit Leland Hotel March 19. 
Previous announcement that it was going to be a dinner dance 
was in error. An interesting program is promised and an at- 
tendance of about five hundred is expected. 


Eighty-five members and guests attended the regular meet- 
ing of the Traffic Club of Denver at the Daniels and Fisher Tea 
Room March 9. Dr. George L. Nuckolls was the speaker. 


H. W. Roe, president of the Associated Traffic Clubs of 
America, will speak on “Government Ownership” at the monthly 
meeting of the Transportation Club of Evansville at the Ven- 
dome Hotel March 21. 


The Rail and Water Club of Los Angeles took a “Rubber 
Tour” March 12. Herbert Griley, traffic manager, Firestone 
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Tire and Rubber Company, was host to the members at his com. 
pany’s plant. A tour was made of the plant and moving pic. 
tures of other Firestone plants and plantations were shown. 
The subject for the next meeting, March 19, is “The Romance of 
a Banana.” A program on this subject has been prepared by 
Fred Pique, of the Hammond Shipping Company. 


John S. Worley, professor of transportation, University of 
Michigan, and curator of the university transportation library, 
was the speaker at a meeting of the Toledo Transportation Club 
March 5. D. Sanzebacher was named chairman of the nominat. 
ing committee to select a slate of candidates for office. The 
next meeting will be April 2. 


The Transportation Club of Louisville will hold a luncheon 
meeting at the Brown Hotel March 27, at which Dr. Kenneth P. 
Vinsel, Louisville director of welfare, will be the speaker. 


The current issue of “The Trafficgram,” monthly bulletin of 
the educational committee of the Associated Traffic Clubs of 
America, is devoted to a survey of the increasing importance 
of the traffic profession and to consideration of educational 
activities in the field and need of additional professional train. 
ing. It asks the question, “Is the traffic profession ready for 
professional organization?” Efforts toward professional organ. 
ization in other fields, such as accounting, banking, and insur. 
ance, are sketched. The view is presented that many benefits 
would be realized by the traffic profession through professional 
organization, and it is suggested that such a program be en- 
dorsed by the national association. Member clubs are asked to 
discuss the matter fully in advance of the Birmingham meeting 
of the association. “If it appears desirable in the light of ex. 
perience of other groups to organize a professional organization 
in the traffic field—and the purpose of this paper is to show 
that this is true—what steps should be taken?” asks the bul- 
letin. “Which parent organization in the transportation field 
should the proposed ‘American Institute of Traffic’ adopt as a 
parent and patron?” 


Personal Notes 


H. W. Hicks has been appointed general agent, passenger 
department, Union Pacific, at San Francisco, succeeding H. A. 
Buck, who died. C. E. Potter has been appointed general agent, 
passenger department, at Hollywood, succeeding Mr. Hicks. 

David J. Elmore, who for the last twelve years has been 
export traffic manager of the Willys Export Corporation, in New 
York, has been appointed traffic manager of the Studebaker 
Pierce-Arrow Export Corporation, with headquarters in New 
York. Mr. Elmore is succeeded in his previous post by G. H. 
Barnard, who has been export representative at New York for 
the Wire Wheel Corporation of Buffalo. 

C. C. Mallory, vice president of the Grace Line, has arrived 
in New York to take up new duties in association with Daul- 
ton Mann, executive vice president of the Grace Line, at the 
New York headquarters. 

The National Association of Foreign Freight Forwarders 
and Brokers held its annual meeting in New York March 12 
and elected the following directors: Charles H. Conant, Boston; 
Karl G. Schroff, New York; John §S. Connor, Baltimore; Ernest 
E. Marks, Chicago; Percy S. Laing, Seattle, and John R. Myers, 
Rouses Point, N. Y. Officers of the association are: President, 
G. K. Berkey; vice president, Harry K. Barr; treasurer, E. Wede- 
mann; secretary, Fred C. Irons. The officers were instructed 
to file a code of fair competition with the National Recovery 
Administration, to cover the export and import forwarding and 
foreign freight brokers’ industry. 

Robert E. May, who has been secretary to John E. Benton, 
general solictor of the National Association of Railroad and 
Utilities Commissioners, has resigned to enter the private prac- 
tice of law in Washington, D. C. 

The Spanish Transatlantic Line has appointed E. L. McCon- 
naughey and Company, Chicago, its western freight repre 
sentative. 

A. E. Martney, retired general agent, Union Pacific, died at 
his home in Gower, Mo., March 13. He was seventy-two years 
old. 

L. V. Gardiner has been appointed division freight and pas 
senger agent, Santa Fe, at El Paso, succeeding W. R. Brown, 
who died. 

B. F. McCoy has been appointed commercial agent, Fort 
Smith and Western, at Chicago. He was formerly general agent 
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of the L. &.N., at Detroit. George A. Leu, formerly city freight 
agent, New York Central, has been appointed commercial agent, 
also with headquarters at Chicago. 


Walter Pratt has been retired as general manager of sleeper, 
dining, and parlor cars and the hotel system of the Canadian 
National. He will be succeeded by J. Van Wyck as general 
manager of hotels, and administration of the sleeping, dining, 
and parlor cars will be taken over by W. W. Swinden, with the 
title of general superintendent. 


J. H. Cherry has been appointed vice chairman, Western 
Trunk Line Committee, and L. E. Kipp has been appointed tariff 
publishing agent. 


CHICAGO TRAFFIC COUNCIL 


At the monthly meeting of the Industrial Traffic Council 
of the Chicago Association of Commerce, March 12, decision was 
made to intervene in three complaint cases now before the 
Commission and to be represented at the hearings. This was 
in addition to somewhat extensive discussion of recent trans- 
portation developments of more general significance, such as 
the report of Coordinator Eastman on regulation and the code 
of fair competition recently approved for the trucking industry. 


The three Commission proceedings in which the Council 
voted to intervene are: No. 26374, Omaha (Neb.) Chamber of 
Commerce Traffic Bureau and others against the Santa Fe and 
others, in which the rates on iron and steel in Western Trunk 
Line Territory are attacked; No. 26367, Nebraska State Railway 
Commission against the Alabama Central and others, attacking 
the class rate adjustment between Nebraska and the southeast, 
and No. 26346, Board of Railroad Commissioners of South Dakota 
against the Alabama Central and others, attacking the class rate 
adjustment between South Dakota and the southeast. In the 
last two cases complainants are seeking establishment of a 
through overhead adjustment in place of the existing combina- 
tion basis. 


The council went on record as favoring the principle in- 
volved in Southwestern Freight Bureau proposal A-1250, provid- 
ing for unloading of carload freight, by the carriers, shipped from 
one consignor to one consignee, and segregation and reforward- 
ing of pooled shipments at a charge of 2% cents a hundred 
pounds. No opinion was expressed as to the measure of the 
charge. Similar service is now available in the southeast. 


W. H. Ott, Jr., chairman of the legislative committee, made 
a report on the trucking code, but in view of the complexity of 
the subject it was decided that a digest should be made and sub- 
mitted to the members of the council. 


Various legislative proposals now before Congress and the 
Illinois legislature were discussed, but action with respect to 
them was deferred, pending further study of Coordinator East- 
man’s report. 


A special committee headed by R. J. Wallace, traffic man- 
ager, Jaques Manufacturing Company, made a report with 
respect to a plan for holding quarterly meetings at which there 
should be scheduled speakers on outstanding topics of transporta- 
tion, In that connection it was announced that the council was 
to have charge of the program for one of the weekly meetings 
of the Chicago Association of Commerce in the near future. 
Following that, it was said, there would be a quarterly meeting 
of the council itself at which the speaker plan would be tried. 
If sufficient interest were displayed, it was thought the plan 
would be adopted. 


SOUTHWEST BOARD ESTIMATES 


Reports made to the Southwest Shippers’ Advisory Board 
at its meeting in Fort Worth, March 8, estimated that there 
would be considerable increase of freight shipments over the 
railroads of tne Southwest in the second quarter of 1934, as 
compared with the first quarter. Estimates of increases in the 
movement of 29 classifications of freight in April, May and June 
follow: Automobiles, trucks, parts, 10 per cent; cement, 10; 
clay and products, 25; coal, coke and lignite, none; cotton, 15; 
cottonseed and products, none; cotton mill products, 25; creo- 
soted products, 15; wholesale drugs, 10; farm implements and 
cotton gin machinery, 200; fertilizer, 35; glass and glass prod- 
ucts, 10; grain products, none; wholesale groceries, 10; gypsum 
products, 15; hardware, 50; iron and steel, 25; live stock, none; 
lumber and forest products, 10; retail lumber, 10; paper and 
products, 10; perishable products, 10; petroleum and products, 
5; rice and products, 15; salt and salt products, none; sand, 
gravel and stone, 10; sugar, molasses and cane, 15; sulphur, 5. 
A decrease of 10 per cent for grain and hay is forecast. 


Reports forecast carloadings of 347,354, as compared with 
332,411 for the second quarter of 1934. This is a gain of 14,943. 
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Questions and Answers 


N this column will be answered questions of both legal and practic) 
nature that confront persons dealing with traffic. A specialist on inter. 
state commerce law, who is a member of our legal department, will gin 
his opinion in answer to any simple question relating to the law of interstay, 
transportation of freight. A traffic man of long experience and wide know). 
edge will answer questions relating to practical traffic problems. We do no 
desire to take the place of the traffic man but to help him in his work. 
The right is reserved to refuse to answer in this column any question, 
legal or traffic, that it may appear to us unwise to answer or that involves, 


. 


situation too complex for the kind of investigation herein contemplated. If, 
more comprehensive answer to a question is desired than is thought proper fo, 
this column, the department will answer it by letter for a reasonable charge, 
No attention will be paid to anonymous communications or question 
from non subscribers. 
Address Questions and Answers Department, 
Traffic Service Corporation, Mills Building, Washington, D. C. 
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Liability of Carrier for Concealed Loss or Damage 

Maryland.—Question: We have had considerable movement 
of freight between B and A that has been handled by a local 
trucking concern, whose rates include pick-up and delivery serv- 
ice. Recently we have had considerable trouble with damage 
and breakage, but on our filing a claim against the carrier they 
take the attitude that the damage being of a concealed nature, 
they are not liable. 

We have handled shipments of the same class of material 
to the same customer by other trucking lines without damage, 
so that it would naturally appear that the damage in question 
is caused by rough handling. Can you cite us to court de 
cisions that cover this matter? 

Answer: From a legal standpoint, claims for concealed loss 
or damage are as valid as any other claims; the only difference 
is that in case of concealed loss or damage it is more d'fficult 
to establish the proof necessary to prosecute the claim. In 
order to recover the value of goods lost or damaged under cir. 
cumstances which bring the case within the category of a con- 
cealed loss or damage, the plaintiff must prove by a preponder- 
ance of evidence that the loss or damage occurred while the 
goods were in the carrier’s possession. 

If the shipper sustains the burden of proof resting upon 
him of showing delivery to the carrier in good condition and 
of proof that the damage did not occur while the shipment was 
in the hands of the drayman or in the consignee’s warehouse, 
recovery may be had, unless the carrier can show that the 
damage resulted from a cause for the consequences of which 
it is not liable. See the following cases relating to concealed 
loss or damage, which indicate what evidence is essential to 
a recovery in such cases: Shore vs. N. Y. N. H. & H. R. R. Co, 
121 Atl. 345; John Deere Plow Co. vs. American Express Co., 223 
S. W. 488; Canfield vs. B. & O., 75 N. Y. 144; Hirsch vs. Hudson 
River Line, 57 N. Y. S. 272; Baer vs. N. Y. C. & H. R. R,, 14 
N. Y. S. 682; Silverman vs. C. C. C. & St. L., 157 N. Y. S. 876; 
Wallers vs. N. Y. C. & H. R. R. Co., 166 N. Y. S. 1083; Openhym 
vs. Maine S. S. Co., 127 N. Y. S. 463; Miller vs. R. R. Co., 9 
N. Y. 420; 43 Am. Rep. 179; Jean Garrison & Co. vs. Flagg, 
90 N. Y. S. 289; Thyll vs. R. R. Co., 84 N. Y. S. 175; Ragan vs. 
N. Y. R. Co., 98 S. E. 860 (S. C. 1917); Edwin B. Stimpson Co. 
vs. C. B. & Q., 164 N. Y. S. 68. 

Tariff Interpretation 

Utah.—Question: What is your opinion of the following: 

We made a carload shipment of agricultural implements sub- 
ject to Rule 34 from one station to another for completion of 
loading, thence to be forwarded to a third station on the same 
car. On the initial shipment a 40 ft. car was ordered and ® 
ft. 8 in. car was furnished at carrier’s convenience, which car 
was used throughout the entire movement. Our man at the 
second station allowed notation to be placed on the bill of la¢- 
ing to the effect that a 52 ft. 8 in. car was ordered. It was 
nothing of the sort because the same car forwarded from the 
first point was to be used and knowing this, he couldn’t specify 
any size car but would have to use the one that was furnished 
at the first loading point. On this theory, would not the cal 
order placed at the initial point of shipment govern the move 
ment of the car from the second point to ultimate destinatiol, 
even though it (the second) was a new shipment? Does the 
fact that we used that car and could not order a 40 ft. car force 
us to pay the minimum weight on the 52 ft. 8 in. car? ; 

It is true that there is no specific rule in the Classificatiol 
to cover, but such situations are subject to common sense It 
terpretations and it does not seem reasonable to us that the 
technicality of notation on bill of lading should preclude the 
application of the 40 ft. car minimum when that was the car 
originally ordered with the understanding that additional m* 
terial was to be loaded thereon at the second station. 
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EXPORTERS, IMPORTERS, 
FORWARDERS : 


and others interested in Germany 
are welcome to the free use of the 
German Railroad Freight Infor- 
mation Office. 





A thoroughly equipped bureau for the dissemination 
of informative data of every conceivable kind on export 
and import freight shipments between the United 
States, Canada, Germany and Central Europe. 


1. Advice, free of charge, is given te shippers and im- 
perters regarding freight traffic and tariffs ef Ger- 
many and all countries adjoining Germany. 

2. Information may be applied for free of charge re- 
garding favorable transportation opportunities from, 
to, and in transit through Germany. 

3. Irregularities in freight traffic with Germany, as far as 
it concerns routes via the German Railroad Company, 
are investigated en application. 

4. Furtherance of effective mutual traffic connections by 
observation of freight traffic in order to establish 
actual demands. 


While all information is given free of charge, it is 
pointed out again that this bureau does not handle any 
forwarding or shipping, and, therefore, inquirers are un- 
der no obligation whatsoever for any services rendered. 


t#@ FREE: New Map of Germany “&) 
WRITE TO 
GERMAN RAILROAD COMPANY 


Freight Information Office 


HANS ENGEL, General Representative 
11 BROADWAY, NEW YORK CITY 


THE BETTER PLANOGRAPH 


“KEOPRINTS” 


SERVICE 
BETTER 
PRICE 


More and more Traffic Department Executives are 
availing themselves of the possibilities of Planograph 
because of its improved quality, absolute accuracy and 
the adjusted price levels. 


% 


We have embodied all of these features at their best in 


“KEOPRINTS” 


Samples Submitted on Request 


EDWARD KEOGH 
PRINTING COMPANY 


Tariff Printers and Planographers 
Keogh Building 
730-738 W. Van Buren Street 
CHICAGO, ILL. 


RESEARCH REVEALS 
! CHANGE IN NATIONAL 
DICTATION HABITS 


Cxeetnatineetnitens 
Numerous Firms Adopting 
Unusual New Type of 
Dictation Service 


A nation-wide survey has revealed the 
ge and small bysj 
EDIPHGN dopting PRO-TECHNIC 
te E Voice Writing Servi 
sa ng to reports, this is duet dis, 
_ aon with old-fashioned dicta. 
b al Wass slo ed ma 
















Yvon. OFFERS 


FULL-TIME SECRETARIAL 
SERVICE---COSTS NO MORE! 


In offices that enjoy EDIPHONE 
Voice Writing, dictating is done 
at any hour, like telephoning! As 
ideas arise, they are quickly dic- 
tated to the Ediphone. When 
sales calls, etc. take people from 
their desks, typing continues. 
Whenever employees wish to 
dictate they simply talk to their 
Ediphones. 

If your organization has never 
experienced Voice Writing free- 
dominvestig ate the revolutionary 
new PRO-TECHNIC EDIPHONE. All 
mechanism is completely en- 
closed, dustproof, electrically 
controlled. This dictating machine 
employs Edison's principle of 
“Balanced Voice Writing” which 
makes dictation easier, faster. 


See this different dictating instru- 
ment. It guarantees 20%-to-50% great- 
er business capacity! 


%0S-O1-%0% SAALNVAUVNSD NOSIGA 









Secretarial Service 
ALL the Time 


iALIDVdVD SSAINISNG GISVAAINI 





with the 


e 
diphone 
Fordetailed information—tele- 
phone orwrite’ TheEdiphone. 


WORLD-WIDE SERVICE 


\ Zé 
5 Dionne O.Ebinee vm 


ORANGE, NEW JERSEY 
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Our contention is that the second bill of lading issued should 
be construed as immaterial, except that it was a receipt for the 
articles shipped. We could not order any size car because we 
had no option in the matter. We had to use the car that arrived 
from the first shipping point and that was a 40 ft. car ordered, 
52 ft. 8 in. car furnished at carrier’s convenience. Should we 
have placed notation on the second bill of lading that a 40 ft. 
car was ordered and a 52 ft. 8 in. car furnished at carrier’s con- 
venience, the same as the first bill of lading, in order to receive 
protection of 40 ft. car minimum. 

We are wondering if the question has ever been raised 
before and if the Commission has ever touched on the subject 
in any of its rulings. 

Answer: Unless the tariff providing for the stop in transit 
for completion of loading contains a provision regarding the 
notation which was made on the bill of lading at the point at 
which the car was stopped for completion of loading, the nota- 
tion which was placed on the bill of lading at that point by 
your representative has, in our opinion, no bearing on the de- 
termination of the applicable charges on the shipment. We can 
locate no decisions of the Commission which specifically relate 
to facts such as those in the instant case, but in our opinion 
the principle of its decision in Famechon Co. vs. C. B. & Q. 
R. Co., 45 I, C. C. 598 is applicable. 

In this case the Commission said: 


The notation, however, is not a part of the uniform bill of lading 
used by defendant in conformity with its tariffs, but is a special 
provision printed by complainant on the face of the otherwise stand- 
ard forms, by means of which it seeks to obtain a special on dif- 
ferent service from that ordinarily required. In Kehoe & Co. vs. N. 
Cc. & St. L. Ry Co., 14 I. C. C. 555, which involved demurrage on a 
similar order-notify shipment, we declined to impose upon the car- 
riers the duty of telegraphing to the consignor in the event a ship- 
ment is refused at destination. Assuming that the notation in ques- 
tion was in fact brought to the attention of the defendant’s agent 
at destination, his duty went no further than to give to the intended 
purchaser the notice of arrival of the cars stipulated in the billing in- 
structions, and that duty, it appears, was performed. 


While the case relates to the obligation of the carrier to 
comply with the notation of the shipper, as distinguished from 
the position taken by the carrier, in the instant case, that the 
notation of the shipper is binding upon him, the underlying 
principle is that a notation in the bill of lading is not binding 
unless in conformity with the published tariff. See, also, the 
decision in Albert Miller & Co. vs. C. St. P. M. & O., Unreported 
Opinion A-462, in which the Commission held that a notation 
placed in the bill of lading by the shipper was not binding on 
the carrier. 


Routing and Misrouting—Carrier Must Follow Shipper’s Rout- 
ing Instructions 


New York.—Question: A carload shipment was billed with 
sStop-over en route to finish loading. Our shipping clerk inserted 
routing via an intermediate carrier over which route the rate 
did not apply. The shipment was billed by the initial carrier 
via our routing, the delivering carrier not being shown in rev- 
enue billing. The car was diverted to the delivering carrier 
en route and freight collected at destination on basis of the 
local rate to point of diversion and the local rate from there 
to destination. 

Two errors were made—one by our shipping clerk and one 
by the initial carrier in not showing complete routing in the 
revenue waybilling. 

Can we collect refund in freight on basis of the through 
rate via the regular route as shown in the tariff. The destina- 
tion is on only one railroad. 

Answer: The Commission has held in numerous cases that 
a shipper is bound by his routing instructions; that when a 
shipper names the carriers that are to transport his shipments 
it must be assumed that he is relying upon his own investiga- 
tions, and that for some reason he considers it expedient that 
the shipment move over the route indicated by him. Duluth Log 
Co. vs. M. & I. Ry. Co., 15 I. C. C. 627; that merely because 
there was a route over which he might have sent his shipment 
at a lower rate, he has not been subjected to unreasonable 
charges. Chas. R. Ball Co. vs. T. & P. Ry. Co., 25 I. C. C. 4387. 

As, in the instant case, the destination is located on only one 
carrier, it seems to be immaterial as to whether the destination 
carrier was or was not shown in the bill of lading or the way- 
bill, as the shipment could not have moved in connection with 
any other delivering carrier. 

Furthermore the shipper is not concerned with the routing 
shown by a carrier in a Way bill; it is the routing in the bill 
of lading which determines the rights of the shipper and the 
duty of the carrier. 

Tariff Interpretation—Minimum Weight—Duty of Carrier to 
Furnish Size of Car Ordered 

Missouri.—Question: Referring to your answer to 

York,” page 278, of the Feb. 10 issue of The Traffic World. 


“New 
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It appears that your answer deals with the question of the 
minimum weight to be applied on two smaller cars furnished 
by the carrier in lieu of a larger car ordered by the shipper 
when the applicable minimum weight varies according to the 
size (dimensions) of the car, whereas the question seems to 
have reference to the minimum weight to be applied on a car 
of greater capacity (weight) than ordered by the shipper when 
the applicable minimum weight is based on the marked capacity 
(weight) of the car. 


It is probably true, as stated in your answer, that the 
failure to provide a two-for-one rule in all cases is due to 
inadvertence and that the Commission invariably requires such 
rules where graduated minima are provided for cars of different 
sizes (dimensions). However, the same answer does not apply 
where graduated minima are provided based on the marked ca. 
pacity (weight) of the car. In other words, it is one thing to 
provide minimum weights based on the length of the car and it 
is quite another thing to provide minimum weights based on the 
marked capacity (weight) of the car. 


There are numerous instances where the Commission hag 
prescribed maximum reasonable rates and in connection there. 
with has fixed the minimum weight according to the marked 
capacity (weight) of the car, meaning, obviously, the marked 
capacity of the car used. It would be absurd to publish mini- 
mum weights based on the marked capacity of the car ordered 
by the shipper in as much as the effect would be to permit 
the shipper to fix his own minimum weight in each case, and 
the object sought could be defeated by the placing of a standard 
order by the shipper for cars of, say, 40,000 pounds capacity, 
thus fixing the minimum weight for such shipper at 40,000 
pounds. 


I will refer you to two instances in which the Commission, 
in prescribing maximum reasonable rates, fixed the minimum 
weight as the marked capacity of the car, namely on common 
brick in Docket 14,616 and on sand and gravel and crushed rock 
in Docket 17,000, part 11. 


In both instances, the tariffs published in compliance with 
the decisions provided that the minimum weight would be the 
marked capacity of the car used and there was no inadvertence 
on the part of the carrier in not providing a two-for-one rule in 
connection therewith. 

Answer: Rule 66, of the Commission’s Tariff Circular 20, 
deals with both cars of varying dimensions and capacities, and 
we therefore assumed that the question was not confined to the 
matter of the capacity of cars. If so, your remarks are in order, 
subject, however, to the ruling of the Commission in General 
Chemical Co. vs. N. & W. R. Co., 15 I. C. C. 349, in which case 
the Commission holds that a tariff naming a rate per ton ona 
commodity and providing that the minimum carload weight 
should be the marked capacity of the car gives the shipper the 
right to demand any car of recognized standard dimensions suit- 
able for the carriage of that commodity; that if, upon reason- 
able demand, the carrier cannot supply a car of the particular 
size ordered, it is its duty, nevertheless, to accept the shipment 
and move it in any available car or cars, applying the rate on 
the basis of the marked capacity of the car ordered. 


The Commission said that the rate published amounted in 
substance to an offer to the shipping public by the three carriers 
forming the through route and naming the joint through rate to 
transport the sulphide of iron between the points in question 
in any car of recognized standard dimensions or capacity that 
the shipper may demand if suitable for the carriage of the com- 
modity that he has ready for shipment; that this offer the law 
requires the carrier from every point of view to make good; 
and if a car of a particular standard size or capacity is not avail- 
able upon the reasonable demand of a shipper for a car of that 
size, it is the duty of the carriers nevertheless to accept, and 
carry the shipment in any car or cars that are available for the 
movement, assessing the charges on the basis of the marked 
capacity of a car of the dimensions or capacity demanded. 


This decision of the Commission is cited in later cases such 
as Noble vs. B. & O. R. R., 22 I. C. C. 432; Feltus Lumber Co. 
vs. G. N. Ry. Co., 51 I. C. C. 571, and Springer vs. E. P. & S. W. 
R. Coe., 17 1. C. ©. S22. 


It therefore appears that the Commission regards the provi- 
sion in a tariff for a minimum weight based on the marked 
capacity of a car as being in the same category as a provision 
in a tariff for graduated minima. In other words, that under 
either provision, it is a holding out on the part of the carrier 
of cars of varying dimensions or capacities, with the correlative 
right on the part of the shipper to order a car of a given dimen- 
sion or capacity, and the corresponding duty on the part of the 
carrier to furnish a car of the dimension or capacity ordered by 
the shipper or to protect the minimum applicable to the car of 
the dimension or capacity ordered by the shipper in the event 
the carrier furnishes a car of a different dimension or capacity. 
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PRECISION 
TRANSPORTATION 


The famous merchandise freight trains of the Norfolk 
and Western Railway —The Skipper, The Pilot, The Nomad, 
and The Caravan—daily travel with the speed of Mercury 
between the Virginia Seacoast (Norfolk, Va.) and the Mid- 
west. Call the nearest N. & W. Traffic Department repre- 
sentative for complete schedules, rates and details of this 
unexcelled transportation service. 





(ORFOLK AND WESTERN 
RAILWAY 





RECISION TRANSPORTATION 





PAGE 538 


DOCKET OF THE COMMISSION 


March 19—Minneapolis, Minn.—Examiner Flynn: 
ream of Wheat Corp. et al. vs. A. A. R. R. et al. 


March 19—Roanoke, Va.—Examiner Brennan: 
26195 and Sub. 1—Hampton Looms of Va., Inc., et al. vs. N. & W. 


Ry. 
26200 —Altavista Ice Co., Inc., et al. vs. Virgn. Ry. et al. 
~~ tee A F. Walton vs. C. & O. Ry. et al. 
26211—C., Haden vs. C. & O. Ry. 
26224 and ‘Sub 1—Lane Co., Inc., vs. Virgn. Ry. 
a Cotton & Woolen Mills Co. a al. vs. 
et al. 
26257 and Subs. 1 and 2—Clem Bros. vs. Cc. & O. Ry. 
— as —_ 1—W. E. Bane, trading as Geamiegt’ Supply Co., vs. 
2sano-—Traii _—— Lynchburg —— of Commerce, for Edgar 
Shaner et al. vs. N. Ww. 
26062- Wiley Feed, Fuel - bupety "Corp. v vs. BY & W. Ry. 
26265— Wood, Vest & Co. ., Inc., Vs. 
26267 ¥ 4 Subs. 1 to 6, incl. —-Buena Visca 2 & Coal Co. vs. C. 


& O. 
26817—Carolina Cotton & Woolen Mills Co. et al. vs. C. & O. Ry. 
et al. 
26325—Bald Knob Furniture Co. vs. N. & W. Ry. et al. 
* 26224 (Sub. 2)—The Lane Co., Inc., vs. Virginian Ry. 


March 19—Memphis, Tenn. —Examiner Fuller: 
1. & S. 3929—Berries from, to, and between points in south. 


March 19-20—Argument at Washington, D. C. 
|. & S. 3718—Export and import rates to and from southern ports. 
.L. & S. 3870—Seeds, Chicago, Ill., to Gulf ports for export. 

March 20—St. Louis, Mo.— xaminer McGrath: 
26260 and Sub. 1—St. Joseph Lead Co. et al. vs. B. & O. R. R. et al. 


March 21—Argument at Washington, D. C.: 
25522—Nebraska Consolidated Mills Co. vs. C. B. & Q. R. R. et al. 
25842—-George Neuswanger “! al. vs. A. T. & S. F. Ry. et al. 
25943—-Adolf Gobel, Inc., vs. B. & O. R. R. et al. 

Finance No. 9036—C. G. W. R. R. abandonment and operation. 

March 21—Chicago, Ill.—Examiner Flynn: 
23560—Dayton Steel Foundry Co. vs. B. & O. R. R. et al. 

March 21—Pulaski, Va.—Examiner Molster: 

Finance No. 10200—A pplication N. & W. Ry. for permission to aban. 
don operation of its Reed Island Branch and its Speedwell Ex- 
tension, including the Norma Branch, in Pulaski, Carroll, and 
Wythe counties, Va. 

March 22—Argument at Washington, D. C.: 

a ot Ye Shippers’ Assn., Inc., vs. Baltimore & Eastern 

. R. et al. 

25966—John F. Casey Co. et al. vs. Ga. Sa R. & Banking Co., op- 
— as Ga. R. &. by lessees: A. C. L. R. R. and L. & N. R. R. 
et a 

26078—Washington Building Lime Co. vs. B. & O. R. R. et al. 

25757—Louis Caplan vs. Pa. R. R. 

March 23—Argument at Washington, D. C.: 
25621—Kimberly-Clark Corp. vs. N. Y. C. 


N. & W. Ry. 


R. R. et al. 
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25691—Hauser Packing Co. vs. L. A. & S. L. R. R. et al. 
= a Subs. 1 and 2—L. H. Willard et al. vs. A. T 
eta 
March 23—Jefferson City, Mo.—Examiner a ee 
24899—A. B. Cole & Sons et al. vs. M. P. R. 
25292—-Shelbina Milling Co. et al. vs. C. B. x " 
25293 and Sub. 1—John B. Busch Brewing Co. et ei. vs. 
& P. Ry. et al. 
March 23—Chicago, Ill.—Examiner Flynn: 
26336—Abingdon Sanitary Mfg. Co. et al. vs. B. & O. R. R. et 


a 24—Chicago, Ill.—Examiner Flynn: 
. & S. 3958—I1st supplemental order—Hollow Building Tile—Indiang 
“to Chicago, Ill. 
March 24—Argument at Washinaten. > ct 
25428—Beaver Portland Cement Co. et al. vs. Calif. Cent. R. R. et al 


March 26—Argument at Washington, D. C.: 
1. & S. 3930—Estimated weights on celery from California. 
March 26—Baltimore, Md.—Examiner Weems: 
* 1. & S. No. 3965—Switching Fruit and vegetables at Baltimore, Md 


March 26—Washington, D. C.—Examiner ares: 

26339—Application of I. C. R. R., C. of Ga. Ry., and H. D. Pollara 
as receiver of C. of Ga., under section 5, paragraphs 9, 10 and 
11, of the interstate commerce act, with reference to Ocean SS 
Co. of Savannah. 

6672—-Application of C. of Ga. Ry., under the provisions of sectio 
5 of the act to regulate commerce, as amended by Section 11 9 
the Panama Canal Act, relative to the Ocean S.S. Co. of Savannah 

26380—-Eastern S.S. Lines, Inc., vs. Ocean §S.S. Co. of Savannah ¢ 
al. (further hearing). 


March 26—Lima, O.—Examiner Flynn: 
26370—Davidson Enamel Products, Inc., vs. C. & E. R. R. et al, 


March 26—Cairo, Ill.—Examiner McGrath: 
24328—Anna Stone Co. vs. C. & G. Ry. et al. 


March 26—Washington, D. C.—Examiner Boles: 
25546—Application of Missouri Pacific R. R. and Texas & Pacific 
Ry. in the matter of the installation of a common carrier service 
by water other than through the Panama Canal. 
25565—Investigation of the Seatrain Lines, Inc. 


March 26—Washington, D. C.—Examiner Berry: 

* 26411—In the matcer of the application of C. & N. W. Ry et al. 
for authority to pool ore traffic from the Gogebic Range to docks 
at Ashland, Wis., and to divide the earnings therefrom, 


TRAVEL PROMOTION 
“Reciprocity in advertising is suggested to hotels and trans 
portation people in various parts of the United States by Arno B, 
Cammerer, director of the office of national parks, buildings 
and reservations, as an excellent means of promoting travel in 
the United States this year,” says the U. S. Department of the 


HOUSTON 


GATEWAY TO THE 
GREAT SOUTHWEST 


Where the transfer of Rail-Water 
shipments are coordinated by ter- 
minals especially interested in mini- 
mizing time and expense. 


0 Oo 


Investigate Houston services when 
shipping to or from the Southwest. 


HOUSTON 


000 


J. Russell Wait 


Director of the Port 
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Weekly Fast Express Service for 
Passengers and Freight 


TO AND FROM 


 HAITI- JAMAICA | 
COLOMBIA- PANAMA | WHAT 








Indiang 
Sail or ship on the new 10,000 ton ships i 
2. et al All-Expense **Colombia”’ or “‘Haiti,”’ or the popular SHIPS ! 
CRUISES ‘‘Pastores.”’ Sailings every Thursday. e 
11 and 18 DAYS Refrigerated cargo space for perishable ain ecssile af the Aanetane Bal bans, 
re, Md $110 up goods. the latest word in modern transportation, 
travel with speed and regularity over the 
COLOMBIAN L NE short, fast route to and from the Orient, 
Pollard I giving fortnightly service. A President 
ia ss 17 Battery Place New York, N. Y. i Liner leaves Seattle very, alternate ee. 
inal—Pi Docks, Brook! i day; one arrives in Seattle every alternate 
| ee Ne Tuesday, regular as clockwork, 
Sectio: 
. Ss Always insist that your shipments be made 
—~y via AMERICAN MAIL LINE—thus insuring 
a quickest in transit time and lowest insurance cost. 
QU A KER LI N E In addition, a fleet of fast cargo liners augments 
t al this service with frequent sailings to Japan, China 
Regular Intercoastal Service and the Philippines. 
Between For information, apply desk ra a . 
New York, Albany, Philadelphia, Norfolk, Baltimore 21 W est DOE. cee tense senaee ew Yor! 
Pacific and 1714 Dime Bank Bldg Detroit 
— 110 So. Dearborn St... ..cceccccce Chicago 
Gistobel (Canal Zone), San Diego, Union Trust Bldg. Arcade Cleveland 


Los Angeles, San Francisco, Oakland, 
Alameda, Portland, Seattle and Tacoma 


et al For Rates, Schedules and other particulars apply 


» docks 
tonnes 17 Battery Place, New York A M ER I C A N 
rno B ALBANY—D & H Building CHICAGO—327 So. La Salle St. 
dingsff | PHILADELPHIA—The Bourne PITTSBURGH—Gull Bulldin M AIL LINE 
111 E. Plume Street DETROIT—General Motors Bidg. 


General Freight Office 
740 Stuart Building................Seattle 








vel in BALTIMORE—Keyser Building DAYTON, OHIO—18 Riverdale St. ms 
of thd BOSTON—33 Bread Street EASTON, PA.—Drake Building 76 offices in 22 countries at your service 
tei UNITED FRUIT COMPANY 
From BOSTON and PHILADELPHIA to TAMPA, NEW ORLEANS and MOBILE GREAT 
_ and vice versa. 
— From BALTIMORE to NEW ORLEANS and MOBILE direct or trenshipment WHITE 
at PHILADELPHIA and vice versa. FLEET 
Between NEW ORLEANS and TAMPA 
= MOORE and McCORMACK, Iuc., Agents 
F and othe rmation, the neares these offices: . “4 
NEW YORK, 5 Bocdwey “NaLW ORLEADGE, Cana! Sash Side Regular Freight and Passenger Service 
= PHILADELPHIA, Bourse Bidg. DETROIT, Industriel Bank Bidg. BETWEEN 
ome me ay a Seaboard Bidg. CHICAGO, 503 Marquette Bidg. 
AMPA, Stovall Prof. Bidg. MEMPHIS, Cotton Exchange Bids. 4 
canta baaden hte. OUUAREREDA, Citees thie New York, New Orleans, Boston and San Francisco 
BOSTON, Plier 40, Hoosac BATON ROUGE, 1758 Government St. AND 
Docks, Charlestown ST. LOUIS, Railway Exchange Bidg. 


Cuba, Jamaica, Panama, Colombia, Costa Rica, 
Guatemala, Honduras, British Honduras, 
Mexico, Nicaragua, Salvador. 
Weekly service with transshipment at Cristobal (Canal 
Zone) to West Coast Ports of Central America, South 
America and Mexico at differential rates. Through 
bills of lading to all points. 
Shipments to El Salvador handled expedi- 


tiously via Puerto Barrios, Guatemala and the 
International Railways of Central America. 


For Rates and Other Information Address: 
FREIGHT TRAFFIC DEPARTMENT 


Pler 8, North River, New Yerk, N. Y. 





SHIP THROUGH 


WILMINGION 


on the Delaware 





We solicit specific inquiries relating to 
our facilities, our rates and terms. = Pounce, Guilt. —— ai 
Charles H. Gant, Manager nn _ to 
le aes. Orieans, 


WILMINGTON MARINE TERMINAL 


Wilmington Delaware General Offices: One Federal Street, Boston, Mass. 
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We Bind The Traffic World 


In Best Grade Buckram for $2.25 Per Volume (26 Numbers) 


Prompt Service and Quality Work Guaranteed 
We oo Bind All Kinds of Publications 


The Book Shop Bindery sien 


350-364 West Erie Street 


ee 


TRAFFIC MANAGERS 


T. J. McLAUGHLIN Traffic 
TRAFFIC COUNSELOR 
Interstate Commerce and State Cemmissien Cases and 
Commerce 


Departmental Service 
815 Mille Bldg. Specialists 
HENRY J. SAUNDERS 


WASHINGTON, D. C. 
CONSULTING ENGINEER 


Cest and Statistical Analyses—Matters Relating 
to Rates—Censolidations and Valuatiens 


Valuation 
6438 TRANSPORTATION BLDG. 


Experts 
WASHINGTON, D. C. 


ATTORNEYS AT LAW 


HARRY C. AMES 


ATTORNEY AT LAW 


Successor to Keene & Ames 


Formerly Attorney and Examiner 
Interstate Commerce Commission 


Transportation Bldg., Washingten, D. C. 


H. D. DRISCOLL 


Commerce Counsel and Attorney 
Southern Building 
WASHINGTON, D. C. 


Oklahoma City Office, Petroleum Bldg. 
Tulsa, Okla., 1503 E. 27th St. 


Practicing 


before the 
INTERSTATE 
COMMERCE 
COMMISSION 
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Southern Steamship Company 


(Pioneer Steamship Line to Houston) 
OPERATING FAST FREIGHT SERVICE 
BETWEEN 


Philadelphia, Pa., and Houston, Tex. 


SAILINGS: 
From Philadelphia . . Wednesdays and Saturdays 
From Houston ...... Mondays and Thursdays 


Low Rates Quick Dispatch Thru Package Cars 


GENERAL OFFICES: 
1360 Broad Street Station Bldg., PHILADELPHIA, PA. 


The Traffic World 


Vol. LIII, No. 141 


Interior. This is in line with the action of Secretary of the 
Interior Harold L. Ickes, in declaring 1934 a national park year, 

“Mr. Cammerer pointed to the propensity of so many hotels 
in the United States to hang in their guest rooms framed etch. 
ings or colored pictures of scenes in foreign countries, and sug. 
gested that these be exchanged for pictures of our own nationa) 
beauty spots. He carried the suggestion still further, pointing 
out that hotels in the Pacific northwest, for instance, might 
have in their guest rooms scenes of interesting places in the 
middle west, far east, and California; and that other sections 
of the country reverse the process. This same idea could be 
carried out by the carriers, the northwestern lines Carrying 
scenes from the east and south, the eastern and southern rail. 
roads displaying pictures of the northwest and Alaska. Under 
this system Alaskan steamers would advertise the Florida Ever. 
glades; Hawaiian steamers would portray Alaska; and travelers 
would be inspired to travel afar. 

“Such action on the part of the hotel, railroad, and steamer 
authorities of the United States would do much, Mr. Cammerer 
said, to promote the success of 1934, ‘a national park year.’” 


CAR SURPLUS REPORT 


The average daily surplus of freight cars in the period 
February 1-14, inclusive, totaled 412,679, as compared with 434. 
428 cars in the preceding period, according to the car service 
division of the American Railway Association. It was made up 
as follows: 

Box, 200,603; ventilated box, 1,132; auto 
total box, 238,351; flat, 16,396; gondola, 80,766; 
118,035; coke, 952; S. D. stock, 21,958; D. D. 
12,528; tank, 627; miscellaneous, 927. 

Canadian roads reported a surplus of 32,323 cars, made up 
of 27,452 box, 1,000 auto, 1,598 flat, 744 gondola, 438 S. D. stock, 
404 refrigerator and 687 miscellaneous cars. 


and furniture, 36,616; 
hopper, 37,269; total coal, 
stock, 2,905; refrigerator, 


OUSTER ACTION IN MICHIGAN 

Kit F. Clardy has been removed as chairman of the Michigan 
commission by order of Governor Comstock, who has appointed 
James B. Balch, formerly mayor of Kalamazoo, as his suc- 
cessor. Commissioners McClure and Fitzgerald also have been 
ordered removed. Quo warranto proceedings to test the validity 
of the removal order have been instituted against the new 
chairman by Mr. Clardy. The governor also announced he would 
accept the resignations of Commissioners Dunn and Waples, 
effective as of a date later to be announced. 


TRANS-MO.-KAN. ADVISORY BOARD 


The Trans-Missouri-Kansas Shippers’ Advisory Board will 
hold its thirty-eighth regular meeting at the Jefferson Hotel, 
St. Louis, March 21. Commodity committee chairmen vill 
present estimates of carloadings in the territory for the second 
quarter of the year and representatives of the railroads will 
report on condition of equipment and simialr matters. General 
transportation conditions will be reviewed by L. M. Betts, car 
service division, American Railway Association, Washington, 
D. C., and local conditions will be reviewed by E. W. Coughlin, 
district manager. Dr. H. E. Curry will talk on “Inspection and 
Transportation of Live Stock.” There will be a joint luncheon 
with the Traffic Club of St. Louis, at which Dr. C. S. Duncan, 
economist, Association of Railway Executives, will speak on 
“Transportation, Its Ills and Some Remedies Proposed.” 


POSITION WANTED—Traffic manager or assistant, twenty years’ 
railroad and industrial experience, registered I. C. Cc. practitioner, 
age 40. Address, C-31, care Traffic World, Chicago, II. 


HARTMAN’S EASTERN FREIGHT RATES 


Class Rates and Percentages between 


New York, Cleveland, Rochester, Philadelphia, Cincinnati, 
Buffalo, Boston, Detroit, Syracuse, Baltimore, Pittsburgh, 
Chicago and other points of origin, and Official and 
Southern Classification Territories. 

Sent on Trial 732 Federal Street $18.00 per year 


CFANi«, apiece emo TRY CARS 


Medien in disine- mainte 


N@R EH AMERICAN 


in perfect condition 


CAR CORE. (°f") 327 SOunm LASALEEE SF. 
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